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Foreword 


The Graduate School of Industrial Administration, Wil- 
liam Larimer Mellon, Founder, at Carnegie Institute of 
Technology was dedicated in ceremonies held on October 
2 and 3, 1952. 

The School’s new building was formally presented to 
Carnegie at an evening meeting on October 2 at which Mr. 
Sidney A. Swensrud, President, Gulf Oil Corporation, 
spoke on the subject: ““What Does Industry Expect?” 

The following day, twelve of the nation’s leading busi- 
ness administrators, graduate educators, and researchers 
participated with representatives of Carnegie in a closed 
round-table discussion of the general subject of fundamental 
research in administration. 

In order to make this discussion available to other univer- 
sity administrators and researchers, and to other business 
leaders concerned with research in business administration, 
this book has been published. It includes both Mr. Swens- 
rud’s remarks and a condensed record of the round-table 
discussion. We hope that publication of this assessment of 
the current state of research in administration and of prom- 
ising future paths for research will help to promote better 
understanding and research of lasting value for American 
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business and the American public. Thanks are due to the 
Carnegie Corporation of New York for making the publi- 
cation financially possible. 

Professor Melvin Anshen of the Graduate School faculty 
has been largely responsible for preparing this volume for 


publication. 
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Establishment and Objectives 


The Graduate School of Industrial Administration was 
established at Carnegie in 1949 through a gift of six million 
dollars from the W. L. and May T. Mellon Foundation. 
The purpose of the gift was to provide an opportunity for 
young men of demonstrated promise to lay a sound educa- 
tional foundation for future growth to positions of responsi- 
bility in private industry and public service. 

The present way of life in America rests heavily on the 
contributions American business leaders and engineers have 
made during many decades, working as part of a free, 
integrated society. The future of this way of life will de- 
pend in large part on the men who rise in industry during 
the years ahead and on their capacities for efficient opera- 
tions and broad-gauged leadership. It is men of these ulti- 
mate potentialities that the School seeks to train. 

The aim of the School is to select students of outstanding 
promise, and to help them build a foundation of funda- 
mental knowledge, disciplined mind, and character for 
future growth in industry, in civic responsibilities, and in 
personal life. Special emphasis is placed on preparation for 
work in industrial and business establishments where sound 
training in both engineering and management is required. 
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DEDICATORY ADDRESS 


What Does Industry Expect? 


By 


SIDNEY A. SWENSRUD 


President, Gulf Oil Corporation 


HEN business invests money in a new enterprise 

it usually is the result of some hard thinking about 
objectives and how to achieve them. And business usually 
has clear expectations about results. 

William Larimer Mellon, in whose name this new School 
has been so generously and firmly founded, was a man of 
vision and imagination—and he was a business man. I know 
that before this investment was made there was hard think- 
ing about objectives and there were expectations as to re- 
sults. And since, in a very direct way, this investment has 
been made by the Mellon Foundation in the interests of all 
American industry, I think it is important right at the be- 
ginning to raise the question: What does industry expect of 
this new Graduate School of Industrial Administration? 

If William Larimer Mellon were here this evening to 
express his views on this question, I think I know some of 
the things he might say. They would be direct and simple 
things, for W. L. Mellon was a direct and simple man, with 
an eye to those few central fundamental qualities which are 
the core of every problem. He would be concerned not only 
with the service of this graduate school to American in- 
dustry, but equally with the School’s capacity for training 
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men of wide interests and deep civic responsibility. For 
these are a vital part of business leadership in our American 
society. 

I believe industry should expect three things from this 
new graduate school—the same three things I suspect Mr. 
Mellon may have hoped for. 


First, men soundly and fundamentally trained to as- 
sume leadership in American industry in the years ahead. 

Second, men broadly trained to provide civic leader- 
ship in maintaining the kind of free society America has 
traditionally cherished. 

Third, fundamental research that will help American 
industry and its management become ever more efficient, 
for here is the foundation of continuing increases in the 
entire nation’s standard of living. 


Let me try to spell out what these three goals mean to me. 


TRAINING FOR MANAGEMENT 


Witi1AM Larimer ME ton’s lifetime saw a managerial 
revolution. The world into which he was born in 1868 was a 
world of gas lights, of small businesses, of simple factories 
and industrial processes. In one man’s life span, all this has 
changed. Modern industry is vast and complex. No one man 
can hop¢ to know and manage in detail all the elements of 
any major business concern of today. Modern power and 
modern processes and techniques have revolutionized in- 
dustrial processes, and have taken them beyond the com- 
prehension of any but the expert technicians. No man can 
hope to provide the capital for even a small part of today’s 
industrial giants—unlike the owner-operator of yesterday 
who put up his own funds, established and managed his own 
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business, knew its innermost details, and pocketed its profits 
—or faced bankruptcy through its losses. 

From this vast complex of change, I would single out two 
developments of major significance for this new graduate 
school. 

First, the day of the professional manager is here. In- 
creasingly, the nation’s leading business concerns are man- 
aged by men who have made business their profession. Their 
task, if you please, is to manage the experts—to pull to- 
gether the vast aggregations of men, money, and materials 
that make up modern industry, welding them into an ef- 
ficiently operating whole. Even the wealthy among them 
cannot provide more than a small share of the resources for 
their businesses; it is their job to manage the investments of 
others. Most important, it is their job to organize, to mesh 
together the thousands of production resources of our so- 
ciety so as to produce the goods and services that are 
wanted by 160 million Americans and by millions in other 
countries as well. 

Second, modern management rests increasingly on fitting 
together men and technology. True, it is seldom necessary 
for the manager to know the details of the technology on 
which his industry rests. But unless he is reasonably at home 
with it and unless he understands how the engineers and 
scientists in his organization think, he labors at a real dis- 
advantage. In many fields in American industry today, an 
increasing number of management jobs are being filled by 
men who were engineers by original training. Yet every 
management man knows that it is all too easy for the engi- 
neer and the scientist to be narrowly trained and oriented, 
unsuited for taking on management responsibilities because 
of his lack of broad knowledge and understanding of the 
many other phases of business. Knowledge of technology is 
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important in modern industry, but the engineer alone is apt 
to be a mere technician. 

The engineer who is going to be more than a skilled tech- 
nician has to broaden his training and his understanding in 
at least three important ways. 

One, he has to understand the meshing of functions in a 
business enterprise. He has to know the inter-relations of 
production, marketing, finance, human relations, the prob- 
lems raised by these relationships; and the ways in which 
the professional manager endeavors to deal with these prob- 
lems. 

Two, he has to understand the limitations of the strictly 
technical approach to problems and to appreciate how, in 
favorable circumstances, imagination may break through 
these limitations. In the opening pages of his stimulating 
analysis of American Capitalism, Dr. J. K. Galbraith re- 
minds us that the aerodynamics and wing-loading of the 
bumblebee demonstrate that, in principle, it cannot fly. And 
yet, every day, the bee defies the august authority of Isaac 
Newton and Orville Wright. 

Three, he has to understand that the management of 
business enterprise is not only the organization of materials, 
equipment, and processes. Even more important, it is the 
organization of human beings in effective working groups. 
How to get people to do things is the prime question in 
every discussion of labor relations, in every discussion of the 
administration of salesmen, in every discussion of supplier- 
customer relations, in just about every discussion of organi- 
zation and management. 

If this assessment of modern management is correct, 
W.L. Mellon’s vision was sound when he founded this new 
graduate school of industrial administration. For it is spe- 
cifically aimed at taking carefully selected men with engi- 
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neering backgrounds and training them—thoroughly and 
fundamentally—for modern industrial and business manage- 
ment. 

Industry needs men trained in this way. We in industry 
expect the graduate schools to lay the foundations for man- 
agement growth. We expect men trained to understand 
thoroughly the few fundamentals in each field of manage- 
ment responsibility. We expect men trained to size up each 
problem in an orderly but imaginative way. We expect 
men trained to keep their eyes and ears open, to learn from 
everything they do and everything that goes on around 
them. We expect men trained to hold uppermost their pro- 
fessional and personal responsibility and integrity. Manage- 
ment is a new profession. The graduate schools can do much 
in building into young men looking toward management 
the ideals and visions that have marked the pioneers in every 
other profession. 

There is a negative side to these suggestions. Routine 
techniques and skills are relatively easy to obtain in modern 
industry, even when manpower 1s as tight as it is today. 
The man trained in the details of accounting, or operation, 
or marketing plays an important and useful role. But in- 
dustry can train for these skills. I doubt that a graduate 
school of industrial management aimed at developing se- 
lected men of top-notch quality should stress them too 
much, It is the broader-gauged man who is scarce—the man 
who sees beyond today’s job, the man who can take on the 
new and different task, the man who knows his fundamen- 
tals well and learns the details as he needs them, in short, the 
man who is the professional manager of tomorrow. These 
are the hard qualities to find. They are the hard qualities to 
develop. I don’t know whether this graduate school can 
find or develop them. But it is where I would set my sights. 
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FUNDAMENTAL RESEARCH IN ADMINISTRATION 
TRAINING FOR CIVIC LEADERSHIP 


MaNnaGEMENT’S first job is to make profits. This is not only 
because management is employed by the owners of the busi- 
ness. It is equally because this is the way management and 
the capital it manages can make the greatest contribution to 
the common welfare. Adam Smith, far back in 1776, first 
spelled out the profit mechanism. “The search for profits 
through open and honest competition,” he said, “gets the 
most goods produced for the greatest number.” This is the 
basic premise on which the. private enterprise economic 
system rests. Adam Smith’s “enlightened self interest” is the 
gas in the economic engine today, just as it was one hundred 
and seventy-five years ago. Every man looking toward man- 
agement as a profession should be proud to be digging hard 
for profits, not ashamed of them as some shallow critics of 
the American system today would suggest. 

But management’s job does not stop at the factory walls. 
Today, as never before, the basic premises of the American 
free enterprise economic system are being questioned. Every 
man aiming for management in America today needs a vision 
—a vision of an alert American industry. He must recognize 
that industry will prosper only if it satisfies the fundamental 
needs of the American people. Yet he must stand steadfast 
for those fundamental principles of individual freedom and 
human dignity that brook no compromise. The graduate 
schools have no harder job than this—to develop a balance 
in the managers of tomorrow between adaptation to a rap- 
idly changing society on the one hand, and firm adherence 
to basic moral and economic principles on the other. Only 
through such a balance can American industry—indeed, all 
of American society—survive free and sound. 

If the private enterprise economic system is to survive in 
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America, it will not be because we in this room and others 
in management circles want it. It will be because the private 
enterprise system is what the great majority of the American 
people want—laborers, farmers, white collar workers, all 
160 million of us. American management’s first job is to run 
the nation’s businesses well—a smoothly functioning econ- 
omy is the best advertisement for private enterprise. But 
management must also take leadership in convincing the 
American public that this is the best kind of economic sys- 
tem. “Speak for yourself, John!” was sound advice, and it 
still is. 

The men who come into management must understand 
the whole sweep of modern economic, political and social 
life. They must sense how things look to “the other fellow,” 
for in a democratic political system the other fellows have 
the votes that give them vast power over American industry 
in the showdown. They must understand the basic philoso- 
phy of the private enterprise tradition, and be willing to 
stack it up honestly and openly against any competing sys- 
tem. 

Perhaps there was a day when management could tell the 
rest of the country—Take it and like it! But if there ever 
was, that day is gone. Today we need from the graduate 
schools a group of men who are willing to go beyond the 
offices of management out into the factories, and beyond the 
factory walls out into their communities—who will play a 
role of leadership in community affairs that is cooperative 
and honest, and who will sell the merits of private enter- 
prise and American business both by what they do and what 
they say. We need men who can face the issues, with real 
understanding. Dogmatism and desk-pounding will not con- 
vince many doubters. Private enterprise needs to put its best 
foot forward. The young men at the operating levels in in- 
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dustry can do a lot, perhaps more than we can do from the 
front office. 


THE ROLE OF RESEARCH 


I aM a corporation president, not a research scientist. But 
from my long experience in the oil industry, I have formed 
a solid faith in the importance of research. American in- 
dustry today rests on the accumulated knowledge of hun- 
dreds of years of research, much of it now taken for granted 
in our everyday lives—electricity, aluminum, airplanes, 
radio. 

But the research that led to many of these inventions was 
esoteric, far-fetched, “long-haired” in its day. Scientists and 
researchers often fought an uphill battle to get their ideas 
accepted. In this cumulative sweep of research American 
industry has played a proud role. It has encouraged and fi- 
nanced many of the men and methods that pioneered the 
way. But we must admit in honesty that much of the funda- 
mental work that underlies these industrial applications was 
done in university laboratories—often on a shoestring, with 
inadequate equipment, and by men who could have earned 
much more by giving up their research careers for more 
immediately practical work in industry or government. We 
have gained more from the scientific research of our univer- 
sities than most of us know. 

Business administration—indeed, the whole study of hu- 
man behavior on a scientific basis—is a new profession. I 
make no apologies for American management. I think we 
have done a good job. But I suspect we may have much to 
gain from the development of basic research in administra- 
tion, comparable to the basic scientific research that has 
underlain the phenomenal development of modern technol- 
ogy over the past century. 
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Business administration as a profession is growing rapidly. 
Much research has been built up over the last three decades. 
But this is a tiny period in the long history of business. And 
much of the new research has been aimed at short run, im- 
mediately practical problems. Such research has generally 
sought to report what are the best prevailing practices in 
industry, seldom to search for new methods nowhere used 
or even considered. 

It may be that management today is in many respects 
where medicine was a century ago—a field of intelligent, 
alert practitioners operating largely by tradition and ac- 
cumulated experience, but with little agreement on what is 
truly fundamental principle. Many sick men were healed a 
hundred years ago. And with the development of outstand- 
ing medical schools and professional medical standards doc- 
tors’ contribution to the public welfare steadily increased. 

But an honest evaluation of history would report, I think, 
that the basic change in medicine over the past century has 
come mainly from the research laboratories, not from the 
classrooms or the practicing doctors’ offices. If you and I live 
far longer than our parents, it will be largely because of the 
sulfa drugs, penicillin, streptomycin, dozens of other drugs, 
vaccines and innoculations, and vastly improved knowledge 
of the workings of the human body that permit today’s doc- 
tor to perform feats undreamed of only two or three dec- 
ades ago. Biophysics, chemistry, biology—these and their 
fellows have been the real but often unsung heroes. 

Perhaps there is comparable basic research into the funda- 
mentals of human behavior that can pay equal dividends in 
permitting human beings to work together more effectively. 
Certainly there is much we need to know about why our 
organizations work well under some conditions, and badly 
under others. The mere problem of communication be- 
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tween top management and the man on the production line 
has frustrated more good management intentions than im- 
agination can conceive—unless you have experienced it 
firsthand. On the technological side, the merger of manage- 
rial and technological advances in the “automatic factory” 
has made surprising strides in some of the continuous process 
industries; research can push along faster these contributions 
to the American living standard. 

I hope this graduate school, and others as well, will live 
with a research vision—both to be immediately useful to 
industry, and to do the fundamental probing and digging 
that looks to the decades ahead. Industry must be primarily 
concerned with getting its jobs done. We have to survive 
from day to day, or, I might say, from crisis to crisis! As in 
medicine, science, and engineering, the universities have the 
time and objectivity to view us and our problems as we can 
hardly view ourselves. 

We in industry have a right to expect a sympathetic, 
understanding approach. But we must realize that some of 
this research may be slow and impractical in appearance— 
that it may look as long-haired and queer as atomic physics 
and penicillin molds did only a few years ago. We need to 
encourage basic research—to cooperate whenever we can, 
since industry is the prime laboratory for research into man- 
agement. And we need to be ready to face up to the fact 
that results may be temporarily disruptive to long estab- 
lished patterns of business operation. They may be disturb- 
ing to the men who have grown up in the old ways. Progress 
is seldom painless! I hope all of us, faced with the disturb- 
ances introduced by new ideas, will have the courage and 
the self-knowledge of that Chinese statesman of long ago 
who, also concerned with the disturbance of change, 
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prayed, “O God, revitalize China, and O God, begin with 
me.” 


CONCLUSION 


Berore writing this talk, I reread the announcement of the 
grant from the W. L. and May T. Mellon Foundation 
founding this graduate school of industrial administration. 
Perhaps if W. L. Mellon were here this evening, his vision of 
the School’s future would be different from mine. But in 
the announcement is this same three-fold emphasis—sound 
graduate education for management, broad-gauged respon- 
sibility for citizenship, and support for fundamental re- 
search. It is a far-seeing document, with a sharp focus on the 
management problems of today merged with a vision of 
more effective industrial management for the future. It 
marked a gift worthy of the great Mellon family tradition 
of service to the Pittsburgh community, to American in- 
dustry, and to the nation. May Carnegie, her administration, 
and her faculty make the fullest use of it in this same tradi- 
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THE ROUND TABLE 


Fundamental Research 


in Administration: 


Horizons and Problems 


Prior to the discussion, the following memoran- 
dum was circulated to the participants. 


The Development and Current Status of Research 
in Administration 


NDUsTRY’s debt to research in the natural sciences is univer- 
I sally recognized. Physics and chemistry, in particular, have 
revolutionized manufacturing and processing industries in the 
last hundred years. Research in administration itself and in 
the social sciences that underlie it has not had anything like the 
same significance for industry. Executives direct human beings 
in human institutions with little formal assistance from re- 
search. Systematic research has had comparatively little to con- 
tribute to the process of making and executing decisions, which 
is management’s principal responsibility. 


This circumstance suggests two questions: 

1. Does this disappointing record reflect real weaknesses 
in the research and its application to the problems of busi- 
ness management? 

2. Alternatively, does the record reflect a failure to un- 
derstand how the growth of knowledge in administration, 
economics, psychology, and the other social sciences can 
contribute to management’s performance of its job? 


Round-table discussion may clarify these issues and help to 
find ways in which fundamental research can be brought to 
bear on the central problems of managing business organiza- 
tions. It can help to discover how the professional schools can 
pursue such research along lines that will be of maximum long- 
range value to American business and its management. 
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RESEARCH IN ADMINISTRATION AND 
ORGANIZATION—THE HISTORICAL RECORD 


REsEARCH in administration had its beginnings in the work of 
Frederick Taylor and the other “fathers” of the scientific man- 
agement movement. They made a number of important dis- 
coveries—most of them relating to increasing the efficiency 
of the individual worker. Breaking the job down to its com- 
ponent parts, time and motion study, mechanization, incentive 
compensation—these are some of the techniques that contrib- 
uted to gains in efficiency and productivity. A contribution 
of even greater general importance was Frederick Taylor’s be- 
lief that the methods of scientific research as they have been 
developed in physics and chemistry could be applied to prob- 
lems focusing on the worker, his materials, and his tools. 

A new stage in administrative research began twenty-five 
years ago with the controlled experiments conducted at the 
Hawthorne plant of Western Electric Company by a research 
team from the company and the Harvard Business School 
working under the inspiration and guidance of Elton Mayo. 
The research pointed up the great importance of factors other 
than compensation and the physical conditions of work in lift- 
ing productivity. It opened the door to a new area for investi- 
gation. The motives, hopes, and social morale of individuals 
and groups became a focal point for administrative research 
and introduced the era of “human relations.” 


RESEARCH IN ADMINISTRATION AND 
ORGANIZATION TODAY 


Boru the scientific management and the human relations tra- 
ditions are represented in current research activities. The 
former is found principally in the field of industrial engineering, 
the latter in social and industrial psychology, within and outside 
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the business schools. Three general observations can be made 
about these two main strands of research. 


(1) Both avenues of research have concentrated on the 
individual worker, on groups of workers operating as teams, 
and on the lower levels of supervision. The range of knowl- 
edge in these areas is steadily increasing. There has been less 
disposition, however, to extend this type of research to mid- 
dle and especially top management levels. 

(2) Over the past two decades, the leading business 
schools and professional associations like the American Man- 
agement Association have extensively surveyed and reported 
administrative and organizational practices followed by lead- 
ing firms. This type of survey research has a valuable role 
to play, but it does not meet head on the critical problem of 
developing better practices than the existing best. 

(3) Relatively little progress has been made in (a) de- 
veloping scientific techniques for testing and validating exist- 
ing practices, and (b) discovering and testing new ideas and 
methods, previously unknown. Great new possibilities for 
research may be found in these areas. 


The distinction made in (2) and (3) between surveying 
existing practices on the one hand, and testing existing and new 
ideas through research on the other, may be clarified by an 
example drawn from staff and line relations in industry. Every 
executive with a large organization faces problems in this area. 
What has research contributed, and what can it contribute to 
practical solutions of these problems? There is a standard chap- 
ter in almost every book on industrial organization that de- 
scribes three forms of organization—usually called line, func- 
tional, and staff and line. After listing these, certain advantages 
and disadvantages of each are presented—and the chapter ends. 
The claims made for each form are apparently based upon the 
accumulated experience of business concerns, but systematic 
surveys of this experience and careful research designed to test 
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the claims for each approach under varying conditions are not 
available to support the conclusions. It may be that common 
sense and our accumulated, unanalyzed experience tell the 
executive everything he needs to know about staff-line rela- 
tions. But he does not know these things in the sense that a 
metallurgist knows how to make a piece of steel of particular 
specifications. 

Increasingly, thoughtful observers are questioning whether 
the practical knowledge we now have about administration 
cannot be strengthened by the kind of research efforts that have 
proved so successful in the technological area. 


SOME RESEARCH QUESTIONS 
FOR CONSIDERATION 


Current research along the lines of (1) and (2) above is well 
under way, although it can gain much from careful reassessment 
and suggestions for improvement. The problems raised by para- 
graph (3) have been much less explored, and perhaps merit 
more attention by the round table. Here are some issues that 
might be considered: 


1, What are some of the central problems faced by top 
and middle management? Some areas that suggest themselves 
are: the problem of effective organization structure; the 
relations between formal organization structure and actual 

, organizational behavior; executive development; the making 
of decisions with incomplete information; the problem-solv- 
ing process in executive decision-making; and the role and 
importance of face-to-face negotiation in labor relations. 
Which of these topics are “researchable,” and which are be- 
yond the grasp of existing research techniques? Are these 
the important topics? What are some of the other crucial 
areas? 

2. How can industry and the universities cooperate in 
research on administration and organizational behavior? 
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What is the substitute, in this field, for the controlled ex- 
periment of the natural sciences? What techniques of ob- 
servation and experimentation, as yet untried, could be 
employed without disrupting the operation of business con- 
cerns? What are the fruitful ways, for example, for 
discovering what is really involved in making an important 
policy decision in a business and in carrying it into effect 
through the firm’s organization? Would it be useful to under- 
take detailed studies of the decision making and decision 
implementing processes? How can we evaluate the results of 
different processes? 

3. Is the capacity of organizations to accept novel ideas 
and fundamental change less in the area of administration and 
organization than in the area of technology and the physical 
sciences? If so, why is this? Is the vital process of innovation 
and change in administrative organizations itself a “research- 
able” topic that needs to be investigated? What attitudes 
toward administrative research and the supplementation of 
judgment and common sense by scientific method ought to 
be developed among business executives? Business school 
students? Does the responsibility of the universities extend 
beyond their students on this score? 


[ar] 


Introductory Remarks 


Mr. Bacu: Speaking at our formal dedication last 
night, Mr. Swensrud expressed a yudgment—and a hope— 
that lies at the root of the topic for this round-table discus- 
sion today. He said: “In management, we may have much 
to gain from the development of basic research in adminis- 
tration, comparable to the basic scientific research that has 
underlain the phenomenal development of modern technol- 
ogy over the past century.” Mr. Swensrud went on to con- 
trast the contributions of chemistry and physics with those 
of the social sciences. 

I should like to add two or three personal observations 
on this subject. In the last few years I have talked to a lot 
of people in business and in the schools about this activity 
we call research. I was impressed from the outset by the 
difference between fundamental research attitudes in the 
field of administration on the one hand and the physical and 
natural sciences on the other. Research in administration has 
been carried on largely in terms of going out and looking 
at existing practices, describing them, finding out what 
works well in what circumstances, and reporting back on 
the “‘best” existing practices. I do not mean to suggest that 
this is true of al] research in the field of administration, but 
I think it may be true of most of it. We report what is done, 
what seems to work well, and we add some suggestions 
about how to do it a little bit better. This contrasts with the 
physical and natural sciences where the attitude is quite 
different. There the primary objective of research is the 
discovery of new knowledge, the exploration of techniques 
that have never been tried before. 

Another difference made an impression on me. That is 
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the persistent inquiry of the physical or natural scientist: 
Why does it work this way? Why? As I visited around I 
formed the impression that this inquiry seems to be signifi- 
cantly less common among researchers in the field of busi- 
ness. Business people want something that will work, that 
will get the job done. I think this is quite natural because, 
as Mr. Swensrud was saying last night, they have to get their 
work done. The drive to advance knowledge by giant 
strides, although by no means absent in the field of adminis- 
tration, seems to be notably weaker. 

A third observation is that business is not making very 
effective use of the research that the schools are carrying 
forward. This contrasts with the highly effective use that 
the companies managed by several of you gentlemen are 
making of research in the physical sciences. Companies like 
Goodrich, Gulf, and Westinghouse are built on technologi- 
cal research. It may be that we in the academic world ought 
to be doing more than we are doing, or that we’re not doing 
the right things, or, perhaps, that we are doing the right 
things but are suffering from a lack of effective communi- 
cation with business managers. 

The main point in calling this conference is this. We have 
been sufficiently impressed by these observations to think 
it important to get together a group of men of your distinc- 
tion and experience to sit down and talk very informally 
about these problems, and to examine the areas that seem to 
top management to be the most important for the schools of 
business to be researching about. I can assure you that this 
is a matter of deep concern not only to us here at Carnegie, 
but to every responsible academic research organization. 

These observations suggest a whole series of issues for 
exploration. Some of you, at the outset, may be unwilling 
to accept this appraisal. If you are willing to accept it, at 
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least as a point of departure, then you may want to ask 
whether the circumstance described by Mr. Swensrud is the 
result of a failure by researchers to ask the right questions, 
or a failure to understand how to apply research techniques 
to the complex problems encountered in the management of 
business organizations. Or perhaps there are inherent dif- 
ficulties, still to be explored, in carrying on basic research 
in the management field. It may be—I know it has been sug- 
gested—that we are still mired in some elementary con- 
fusions about words and their meanings. I’ve had trouble 
myself, in talking to business executives about some of the 
research currently in progress*here at Carnegie, because my 
concept of “research” was different from the business man’s. 

Plato tells us that Socrates, who long ago carried the de- 
vice of round-table discussion to a higher level than even our 
most gifted contemporaries, was fond of warning the partic- 
ipants: “If you want to talk with me, first define your 
terms.” I suggest that we open our discussion by heeding 
that warning. I have asked Professor Simon to describe for 
you a research project on which several members of our 
faculty have been engaged recently, by way of illustrating 
one operational meaning of such terms as “research” and 
“research methods.” 
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DEE CONTROLEERSHIP STUDY—AN ILLUS- 
TRATION OF ONE RESEARCH APPROACH 


Mr. SrtmMon: _ Research has one thing, at least, in com- 
mon with management. It is probably easier to do than to 
describe how it is done. The best way I know to describe in 
concrete, specific terms what research means is to outline 
briefly the steps that were involved in carrying out a piece 
of research on a problem of business organization. 

During the past two years, we have been carrying for- 
ward a study of a problem in the organization of large busi- 
ness enterprises. We were concerned with the question, a 
puzzling one in many companies, of how far an accounting 
department ought to be decentralized to do a good job in a 
large, multi-plant company. 

This problem seemed interesting and significant for a 
number of reasons. One was the immediate usefulness of 
the findings for resolving specific organizational problems. 
A second was that this specific question of decentralization 
is typical of a much broader class of problems that are of 
concern to top management—questions of staff-line rela- 
tionships (relationships of an accounting department to the 
manufacturing and sales departments); questions of man- 
agement incentives (the impact of accounting standards on 
executives); and questions of communications (the mean- 
ingfulness and significance of accounting information for 


operating executives). 
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Mr. Rosins: _ I don’t know, Mr. Chairman, whether 
your preference is to operate with a loose or a tight rein over 
the participants. Will you let me interpose a question? Be- 
fore Professor Simon plunges into a description of his proj- 
ect, will he pause to make clear why he thinks his study 
should be offered as an illustration of fundamental research? 
I have the feeling that he is describing the type of job that 
is not uncommonly handled by so-called management engi- 
neers. Does it represent research in the true sense? Why 
was it judged to be a suitable project for an educational 
institution? Just for the sake of smoking him out, let me sug- 
gest that it doesn’t strike me as an assignment of the greatest 
usefulness for the talent that you people have. 

Mr. PRICE: I have that same general feeling, Dean 
Bach. You and Professor Simon have lunch several times a 
year with a few of your friends here in Pittsburgh, and in 
describing this project one day Professor Simon referred to 
it as fundamental research. I’m not sure that I can give you 
a formal definition of fundamental research as we use the 
term in our company, but we talk about fundamental re- 
search in the physical sciences, and we try to devote forty 
cents out of every dollar budgeted for research to that kind 
of thing. We think of it as the search for new knowledge 
that doesn’t have anything to do with our business. We 
identify a second category as basic research, which we re- 
gard as the search for new knowledge in fields related to our 
business. We put fifty cents of our research dollar into that 
category. The last ten cents goes to support applied re- 
search. This is research of a practical nature focused on a 
single product, and we try to push this kind of research 
down to the plant level. Now, can you educators give us 
some examples in the field of business research that might be 
fundamental in the sense that we use the term in the physi- 
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cal sciences? Can you draw this distinction between funda- 
mental or basic research on one side, and applied research 
on the other? To turn the question to Professor Simon, 
since between us Mr. Robins and I have taken the floor 
away from him, let me repeat our question: What do you 
regard as the fundamental research characteristic of your 
controllership project? 

Mr.SitmMon: _ I’mglad you raised these questions. They 
go to the heart of the issues we want to talk about. The first 
point I want to make is that it was the broader implications 
of the study that marked it as a particularly promising sub- 
ject for research. The question of whether a company 
should install a centralized IBM tabulating setup for han- 
dling payroll accounting is a common operating problem 
that is handed over to technicians in the accounting depart- 
ment for solution. At the technical level of procedures de- 
sign it is not really a research problem, at least not the sort a 
university is well equipped to handle. A problem becomes a 
suitable subject for fundamental research when we become 
concerned with its ramifications—in this illustration, with 
the direct effect of the tabulating section on the accounting 
department organization structure; the resulting effect on 
accounting relations with operating departments; and the 
final effect on the use of accounting information by operat- 
ing executives. At this point, too, it becomes a problem of 
sufficient scope to concern top management. 

This is part of the distinctive flavor of fundamental re- 
search as we view it—that it seeks to investigate the specific 
problem as an instance of a broader problem; that it is con- 
cerned not only with immediate impact, but with longer and 
more obscure, but no less important, chains of consequences; 
that it draws on existing, organized bodies of knowledge— 
in this case knowledge about status, about incentives, and 
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about communications—to illuminate the specific problem. 

The other part of the “flavor” of fundamental research is 
its method. If the problem we are studying is of sufficiently 
broad importance, we are justified in bringing to bear upon 
it a more intensive and more costly problem-solving proce- 
dure than the common-sense ones we use in dealing with 
specific everyday operating problems. Relieved of the ne- 
cessity for reaching a decision immediately, we can explore 
in a careful, tentative fashion. We can formulate hypotheses 
and test them rigorously. We can devise new methods for 
obtaining data, and new methods for evaluating the data we 
have gathered. As a result, a close relationship develops be- 
tween the research problem and the research method. The 
problem must be both broad and deep to justify bringing 
this heavy artillery to bear upon it. The questions that can 
be answered by a careful application of common sense are 
more quickly and cheaply answered that way. However 
great their immediate administrative importance, they are 
not research questions. 

I don’t know whether this reply meets your question 
fairly, Mr. Price, or yours, Mr. Robins. I think that if I carry 
the description of the controllership project a little further, 
it will give concrete meaning to what I am trying to say. 
Mr. Price: _ I’m not certain yet that a project of this 
kind should be described as “fundamental,” but perhaps the 
description will clear up some of my questions. 

Mr. Simon: _ The accounting study involved five ma- 
jor activities. Let me elaborate just a bit on what was in- 
volved in each of these five steps. The first was to acquire 
know-how about the current operations of accounting or- 
ganizations. We talked to controllers and other executives 
to find out what they thought the big organizational prob- 
lems were and how they went about solving them in their 
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own companies. We also tried to explore what was known 
about staff-line relations, and how this knowledge applied 
to the question of accounting organization. 

The second step was to sharpen up our criteria for judg- 
ing whether an accounting organization was effective or 
not, or how effective it was. This was a task of determining 
how we could actually observe and evaluate outcomes. 
How could we assess the relative money cost of trying to do 
the job with one organizational structure as against another? 
What evidence would indicate objectively the relative ef- 
fectiveness of the accounting service that was provided to 
management by one form of organization as against an- 
other? How, under different organizational arrangements, 
was accounting information actually used by management 
and operating personnel? Was there any way of identifying 
the long-term effects of the organization structure of the 
accounting department upon the development of executive 
personnel? 

With some notion of the criteria we were going to apply, 
we were ready to go on to the third step of making sure that 
we knew what we meant by centralization and decentrali- 
zation and that we had a proper framework for analysis. 
When we tried to decide how we would observe whether a 
department was centralized or decentralized, we found that 
this was not one question, but at least four. You can provide 
for a more detailed breakdown of accounting information. 
You can decentralize the geographical location of your ac- 
counting units by shifting them from the company offices to 
plant locations or to district sales offices. You can decen- 
tralize authority by putting the factory controller under the 
factory manager. You can decentralize communications by 
putting cost analysts down in the factory departments to 
work right with the department superintendents. ‘There are 
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other aspects of decentralization, but these will serve as il- 
lustrations. Our later observations showed that these were 
four distinct questions, and that the answer to one of them 
didn’t necessarily give the answers to the others. 

In the fourth stage—the evidence gathering stage—we 
had to observe the effects, in terms of the agreed-on criteria, 
of these different organizational forms. We could easily 
enough have asked executives which arrangements worked 
well and which did not. But we did not want merely to re- 
cord existing beliefs about organization structure. We 
wanted to assist management by developing new evidence 
that would not ordinarily be available to the executive from 
his own organizational experience. Unless we could add sub- 
stantially to the existing body of experience and knowledge, 
we could hardly regard our research investment as profit- 
able. 

In our study we spent about half our time learning from 

accounting executives and controllers about their set-ups 
and procedures. We devoted the other half of our effort to 
interviewing the operating executives in these companies in 
order to find out how they actually used accounting infor- 
mation and what impact it had, what role it played in their 
decisions—how, in other words, the accounting service 
helped them in the actual operation of the business. 
Mr. Kramer: _ In the business publication field, in- 
terviews with executives are, of course, one of our im- 
portant sources of information about trends in American 
business. There are some real difficulties in getting good in- 
formation on administrative practices. It’s easy enough to 
learn about new developments in marketing, or production, 
or finance, but it’s much harder to put a finger on trends in 
administration. How did you do the interviewing in this 
study? 
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Mr. Simon: We didn’t ask operating executives di- 
rectly about the accounting organization. As far as the vice- 
president for production and the vice-president for sales are 
concerned, that’s the controller’s problem. The operating 
man doesn’t feel that he is the cook so far as the accounting 
setup is concerned. He is the customer who eats the soup. 
He can tell you whether he likes it, whether there is too 
much salt in it or too little, and how it is served. He can ac- 
tually describe what kinds of accounting information he 
uses and how he uses it in making decisions and managing 
his subordinates; how he keeps in touch with the controller’s 
department and they with him. 

As you gentlemen can guess, sooner or later in one of 
these interviews the operating man would pull out of his 
desk drawer his little “black books”—the well-thumbed 
handwritten records that he or his clerk had transcribed for 
his own use from accounting or more often from his own 
operating sources. These black books gave us valuable clues 
as to his understanding and use (or non-use) of the account- 
ing system, the ways in which the operating man liked to 
have information reported, the kinds of items that related 
most directly to his daily operating problems and that he 
wanted to have immediately available. 

This is an example of the kinds of basic data—the raw 
material for analysis—we were looking for. The important 
point at this step is that the executive tells the researcher 
what he does or, even better, lets the research man observe 
him in action. From these reports and observations of actual 
behavior, and from knowledge of the findings of other 
studies of organizations, the research team has to draw its 
conclusions. 

For example, previous research on organizations going all 
the way back to the famous Hawthorne studies has repeat- 
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edly revealed that effective communication between two 
individuals in an organization is not likely to develop or be 
maintained unless their actual work assignments bring them 
into frequent contact. This generalization suggested to us 
certain questions that should be asked of operating men and 
accounting personnel about their contacts and led to a con- 
firmation of the general proposition as applied to this par- 
ticular problem. 

The fourth stage of the inquiry leads directly into the 
fifth: the interpretation and evaluation of the findings. We 
were interested not only in what could be learned about ac- 
counting organizations, but also in adding what we could to 
the general body of knowledge about organizations and 
their behavior. Since the controller’s department is just one 
example of a staff department, the conclusions reached here 
—for example, with respect to the division of authority over 
the factory controller—presumably also have significance 
when generalized to apply to a personnel department or an 
industrial engineering department. One of the characteris- 
tics of the research is that it attaches quite as much impor- 
tance to these generalizations as it does to the more specific 
conclusions; although not, I hope, to the neglect of the 
latter. 

May I say that I have been enjoying the novel experience 
here of having some of my work described as too “applied”! 
This has seldom happened to me. In my own work, I have 
really not been able to draw a sharp line between the con- 
cepts of fundamental and applied research. I have never 
believed that if a thing is fundamental it therefore is not 
practical—although certainly the inference is correct that 
usually something that’s fundamental doesn’t get applied for 
quite a while and doesn’t get applied directly. In the field of 
business research, however, I think we ought to be prepared 
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for a lot of by-product applications that are rather direct 
and immediate, flowing from research that can fairly be 
called fundamental. 

I tried to indicate earlier what I thought was fundamental 
about the controllership research. It’s the direction you take 
that counts. Does the research take you toward generaliza- 
tions? Does it relate to other fields of knowledge? In our 
study, for example, one of the things that was of the greatest 
interest to us was the observation that there appeared to be 
a barrier against communication between accounting and 
manufacturing. This seemed to result from the fact that 
when you looked at the kinds of numbers the accountant 
was writing down in his records you found they didn’t fit 
the “equations” the plant engineer was using to solve his 
blast furnace problems. The two men had different frames 
of reference and the information provided by the account- 
ant didn’t fit into the thinking system that was directing the 
blast furnace. It didn’t show the engineer what valves to 
turn, or even give him a notion of how to relate the infor- 
mation to his own problems. This observation has brought 
us to a serious re-thinking of the whole psychology of the 
problem solving process. And we have some tentative plans 
for doing a fair amount of research on this issue as it ap- 
plies to administration. This, I suppose, is a better example 
than the one I gave earlier of what we think is fundamental 
about the project. 

Mr. Coxrrtyer: Professor Simon, I wonder if you 
would summarize, by way of example, some of the more im- 
portant organizational conclusions reached as a result of 
your study? 

Mr. Simon: _ I might cite one finding of rather gen- 
eral interest. The evidence was rather persuasive that we 
should separate within the accounting department the rou- 
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tine and repetitive record-keeping and reporting procedures 
from the task of maintaining communication with and per- 
forming special studies and other services for the operating 
men. Such a division would make possible a considerable 
centralization of record-keeping and pooling of personnel. 
At the same time, it would retain the real advantages of a 
decentralized analytical operation with competent men right 
down in the factory and at the various executive levels 
where they could deal with and be of maximum service to 
the operating people. This conclusion has broad applicabil- 
ity to a whole series of related organizational problems. 
How do you get long-range*planning and analysis accom- 
plished in the midst of the day-to-day pressures of manage- 
ment and supervision? The answer we reached—at least for 
this kind of accounting situation—is that you have to have 
a considerable measure of separation between heavy super- 
visory responsibility, and responsibility for long-range 
thinking. 

Rather than describe other conclusions of this particular 
study, however—since it has been introduced here only to 
illustrate what we mean by research and the research ap- 
proach to administrative problems—I wonder if we 
shouldn’t look at some other examples of research in the 
area of administration. Dean Teele, you people at Harvard 
have been looking at some of these problems for a good 
many years. Would you care to comment on what you have 
found? 
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Some Conclusions Drawn From the Harvard Experience 


Mr. Terre: We have tried to make a fairly sharp 
distinction between research and what I might call specula- 
tive thinking. On the research side, we have a number of 
policies. One of the most important is to devote one-third of 
our faculty time to research. In that program, I think you 
can begin to distinguish some threads that perhaps—I say 
“perhaps,” but I am really hopeful—will be more clearly 
distinguished when we look back at what we have done 
from the vantage point of twenty years from now. We be- 
lieve that the first and most important test of a research pro- 
posal is that some member of the faculty wants very much 
to do the particular project. And since there are many dif- 
ferences among people, including members of college fac- 
ulties, we’re certainly going to have a category of research 
activities that don’t follow any particular pattern. But I can 
see two other categories emerging. The first is in the area of 
administration which you have indicated as of primary in- 
terest to you in connection with this discussion. The second 
is a re-examination of economic theory, particularly about 
business firms, with the objective of finding out whether the 
blocks ought to be assembled a little differently. At the very 
end, these two categories come together, of course, but I 
think they are distinguishable at the outset. 

You commented, Professor Simon, on the generalization 
drawn from the Hawthorne research and its confirmation in 
your own study. It has been our feeling that this kind of re- 
petitive study is essential. We need not one or two or three, 
but ten or fifteen, related projects before we can begin to 
to draw firm conclusions. At Harvard, for example, we have 


[35] 


FUNDAMENTAL RESEARCH IN ADMINISTRATION 


undertaken a series of related studies, some published and 
others about to be published, all in this area of what I would 
call administration, with emphasis on particular related but 
distinct problem areas. The most recent one deals with the 
problems encountered in adjusting people to technological 
change. What is the impact of a new product on all the peo- 
ple involved: industrial engineers, development engineers, 
production staff, workers? Although this is a study of a sin- 
gle situation, some generalizations are attempted. It would, 
it seems to me, be altogether desirable to extend this study 
of organizational response to change. Let’s hope that fifteen 
more observations of this kind of problem will be made. 
Then, perhaps, we can hope to do what the physical scien- 
tists do: some person with imagination looking at the pub- 
lished studies, their evidence, their observations, will be able 
to say: “I think they fit together this way.” Then others will 
begin to test his generalizations to see whether they do hold 
up in actual experience. Them, it seems to me, we shall have 
moved a significant distance toward the thoroughly docu- 
mented type of conclusion that we associate with research 
in the physical sciences. 

We still fall far short of realizing the application of scien- 
tific techniques to research problems in administration. But 
I have faith that it can be done. 

Mr. SmituH:  [ think an important distinction should 
be made between what we might think of as the method of 
the medical clinic and the method of the research labora- 
tory. At one end of the research spectrum is the case study, 
or the multiple case study, based on specific situations, 
where the specific situations should never be divorced from 
the conclusions because they provide the only frame of ref- 
erence for looking at the problem. At the other end of the 
spectrum is the really scientific piece of research, as the 
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physical scientists know it, where you examine a related 
body of facts with such accuracy that you can make gen- 
eralizations that have validity apart from the specific situa- 
tions on which they are based. The case that Herb Simon 
described, and the cases that have been examined most suc- 
cessfully in psychological research, pick out some activity 
that is common to a large number of industries and com- 
panies and is highly standardized so that you get a real de- 
gree of precision in comparing one situation with another, 
and then look at the variations in response. With that type 
of approach you can move more directly to the scientific 
study without this long preliminary period of the case 
study, the clinical situation as we might call it. 


Mr. Brooks: As you look at top management prob- 
lems, how many of them are of this standardized variety? 
Mr. SMITH: Id like to hear more on that point from 


some of the business executives present. My own experience 
suggests that the appearance of great variety that is so 
marked as one first begins to look at business organizations 
hides the fact that they have a multitude of common prob- 
lems that grow out of common functions. 


Research Activities in Business Organizations 


Mr. Cottyer: [am inclined to agree with that. Be- 
fore the discussion moves too far into problems of research 
from the universities’ point of view, however, I want to re- 
port that there is a great deal more application and use of 
research in administration now practiced by business than 
was indicated in the memorandum you sent us, Dean Bach. 
Most companies with which I am familiar are very active in 
and encourage the kind of study Professor Simon described. 
My own company carries on what might be called business 
research in a number of fields. It seems to me that one thing 
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we need is a much wider dissemination of what has been 
learned by both industry and the universities. 

Mr. Bacu: Well, the universities have printing 
presses at their disposal and have been known to use them. 
But I confess we know much less about what business itself 
is doing. May I ask you a question about it? Do you believe 
that your findings at Goodrich are of general applicability 
outside your own organization? 

Mr. Cottyer: — I am not sure, but let me list a num- 
ber of studies carried on in our organization. Some of them 
are just case studies, some might qualify under your defini- 
tion of research. Like most companies, we make continual 
forecasts of general business conditions and trends. We 
make both long- and short-range studies of trends in other 
industries in which we are interested. We study single com- 
modities, such as textiles and rubber. We study projected 
needs for and sources of capital. We study the potential 
economies deriving from proposed investments, market 
trends, sales potentials, competitors’ policies and their impli- 
cations, selling effectiveness of various components of our 
sales program. We survey the effectiveness of our magazine 
and television advertising. We use a wide range of psycho- 
logical tests in the proper selection and placement of certain 
categories of personnel, and we study their results. We 
study organization structure within our own and other com- 
panies. We carry on a number of sales testing operations. 
And I don’t think we are very different from many other 
companies which also have a wide range of research activi- 
ties of this sort. 

Mr. Kouver: _ [had the impression, Dean Bach, that 
your memorandum related to research in administrative 
practices, the making of decisions, that sort of thing. What 
Mr. Collyer is talking about may or may not have been in- 
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ferred. If the narrower interpretation is made of what the 
memorandum said, I, too, have the impression that much has 
been done in individual companies that has not found its 
Way into print, either in magazine articles or in books. Per- 
haps a fertile field for someone to survey would be the ex- 
tent to which, within certain companies, research has been 
carried forward that would formalize some of the ideas pre- 
sented in your memorandum. 

Mr. Kramer: _ [I would like to add a bit to my ear- 
lier comments. My experience in attempting to find out 
what has been going on in the field of business for the past 
twenty-five years has led me to this conclusion. As I sug- 
gested earlier, there are certain areas of business operations 
that are pretty well known and pretty widely understood. 
If you want to find out something about production, about 
manufacturing processes, it’s not very difficult to get what 
you're digging for. You can find out what the latest devel- 
opments are in forging, in casting, in high alloy metals, 
things like that. It’s about the same in the field of finance. 
You can find out a lot about the different types of financing 
that are available to a corporation, or relationships of bank- 
ing institutions with manufacturing companies. It’s about 
the same in marketing. Business law is pretty well explored. 
And in the last twenty years we have built up a wealth of 
information about the field of labor. 

But it seems to me that there is still one area of business 
that has been little explored, and that’s the field of business 
administration. I know that this has been our own expe- 
rience, when we try to find out something that might be 
used in an article that we could label a “management” ar- 
ticle, as contrasted with a “labor” article or a “finance” ar- 
ticle. It is much more difficult to get that kind of informa- 
tion through interviews with business people. It is more 
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difficult to get even the basic information required to train 
yourself as an interviewer so that you can go out and ask 
intelligent questions. I notice that the literature on the sub- 
ject of administration is still relatively meager. And that’s 
why I think it’s so important for research to be pushed into 
this area. 

Mr. Swensrup: Let me go back for a moment. I 
think it should be emphasized that most of our organizations 
do the kind of research that Mr. Collyer described. You 
might call it economic research. I don’t think there are seri- 
ous problems in this area. But when we come to the question 
of how our organizations function—there I think we have 
to face the fact that the kind of research we do within com- 
panies is generally devoted to solving spot problems against 
short deadlines. I think what Dean Bach has in mind is the 
fact that not enough research effort is being devoted, not to 
solving problems, but to extending the range of our knowl- 
edge. There’s some of that sort of research going on, of 
course, both within individual companies and under the 
sponsorship of such organizations as the American Manage- 
ment Association. But most of it, I suspect, represents the 
contributions of individuals who start out working on some 
specific problem within their own company and then think 
they have discovered something worth communicating to 
others. 

Mr. Collyer did mention one research activity that espe- 
cially interested me. He said Goodrich did research in or- 
ganization. I’ve noticed a few companies have what they 
call departments of organization. I assume they comprise a 
few individuals who are devoting their time to the study of 
their own organization and how it works and gathering in- 
formation and ideas as to what other companies are doing 
and keeping up generally with what is being said and writ- 
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ten on this subject. Of course, in a sense that’s the job of the 
president of any company. But he’s usually trying to solve 
his own concrete problems. And he suffers the usual handi- 
cap of not being able to spare the time either to participate 
in systematic efforts to gain new knowledge about basic or- 
ganizational behavior problems, or even to study the results 
of research that is going on elsewhere. 


Researching Administrative Practices 


Mr. PRICE: I find compelling reasons for believing 
that administrative practice cannot be researched on a lab- 
oratory basis. It seems to me, rather, that such research must 
be directed toward the analysis of the effectiveness of differ- 
ent types of administrative practices in actual operating situ- 
ations. From such studies of administration in operation, it 
should be possible to develop certain principles applicable to 
policies, procedures, and techniques that appear to be the 
most effective in specific circumstances. 

I don’t suppose anyone would deny the need for such re- 
search. Certainly the development of principles with respect 
to administrative practices has been sketchy and superficial 
up to this time. I would not hesitate to make this judgment 
even in the field of organization which has probably been 
studied more than any other aspect of administration. If you 
read what has been written on the subject and talk to ad- 
ministrators you find great divergence of opinion. The rudi- 
mentary nature of the conclusions reached may well be due, 
at least in part, to the fact that we have yet to discover prac- 
tical and effective means for researching administration. 
With all apologies to Harvard, the case study method has 
not developed—was not intended to develop—universal 
principles with respect to administrative practices, although 
it has been highly effective as a technique for training future 
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business executives in the analysis of business problems. 

The professional and business associations have not 
probed the field systematically and comprehensively. 
They’re in business, yes, but like everyone else they have to 
have a product that can be sold. Their objectives, therefore, 
must be limited to providing guidance on specific issues of 
current urgency. Individuals who have attempted research 
on a limited scale have been handicapped by lack of help in 
conducting the type of project that cannot be financed by 
the sale of its results. They have also been handicapped by 
difficulties in getting access to organizations on the kind of 
basis that is required for valid research. The best approaches 
by individuals have consisted of the examination of the prac- 
tices of an individual company or a very small group of 
companies, and these projects have suffered from being too 
specialized and unrepresentative. 

It seems to me, in the light of this experience, that 
the schools of business and industrial administration are the 
proper agencies to conduct the research. They have the 
funds, the facilities, the analytical minds. And such research 
is consistent with their objectives—indeed, it’s essential to 
the accomplishment of their objectives. 


Mr. KRAMER: How would you suggest this type of 
research might be conducted? 
Mr. Price: Im really not prepared to be pinned 


down on this point. But I have a few suggestions as to ap- 
proach. I think you have to aim at isolating the ingredients 
of success and failure in the principal phases of administra- 
tion, incorporating the subjects mentioned in Dean Bach’s 
memorandum distributed prior to this session. You could, 
for example, undertake to review the administrative prac- 
tices of a large number of representative companies—repre- 
sentative as to size and type of business. An adequate sample 
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would, of course, be an important factor in the success of 
such a project because a common cause of failure in most of 
the work that I have seen has been limited coverage and in- 
adequate representation. The work should be conducted by 
analysts familiar with the field of administration. The accu- 
mulated knowledge of experienced men who have retired 
from administrative positions in business would be valuable. 
As a minimum, the research group should be balanced in its 
composition, with ample representation of men with operat- 
ing experience in the various fields of administration. It 
might be useful to place the project under the policy guid- 
ance of a board staffed by recognized, outstanding practi- 
tioners of the art of management. I am thinking of men of 
the caliber of Chester Barnard and Arthur W. Page. 

The end of the research effort would be a report that at- 
tempted to isolate factors leading to success in each of the 
principal areas of administration. The conclusions on many 
points would, of course, vary according to the size and type 
of operation. Further, I’m sure that the research would not 
identify a single “right way” in any area. As a matter of 
fact, I suspect that one of its greatest contributions might be 
to destroy the mythical validity of some of the axioms that 
have become rooted in our thinking about administration. 
The fact might be uncovered—a fact too little recognized 
by administrative experts generally—that the number of 
ways of skinning a cat successfully are many and varied, de- 
pending upon the man who does the skinning, and perhaps 
also on the particular cat being skinned. 


CONTRASTING RESEARCH PROBLEMS IN 
THE PHYSICAL AND SOCIAL SCIENCES 


Mr. Bacu: Your suggestions, Mr. Price, highlight 
some of the very real observational problems we have to lick 
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if the thing we are researching is a human organization. Mr. 
Guetzkow here has been dealing with some of these same 
problems, I know, in work he has done on the success and 
failure of administrative conferences. I wonder if he would 
care to comment—particularly on contrasts in method with 
the natural sciences, where some of these observational 
difficulties can be met by laboratory controlled experi- 
ments. 
Mr. GuerzKxow: The problem we tackled was the 
attempt to isolate the factors that contribute to the success 
or failure of small group meetings, measuring success by the 
extent to which the results of-a meeting are consistent with 
its objectives. We carried on the research by studying about 
one hundred decision-making staff conferences of groups of 
people in both industry and government. The researchers 
sat in the meetings and observed what took place; we also 
did some interviewing with participants before and after the 
meetings. 

We got into problems of method right from the start, and 
I think they throw a good deal of light on some very spe- 
cific difficulties that you encounter in conducting research 
in the social science field. The first problem of this sort that 
we faced was how to evaluate the outcome of a group meet- 
ing—were the results good, bad, or indifferent? If the ob- 
jective of a meeting was to reach a decision on some issue, 
then the criterion for appraising the result logically should 
be the quality of the decision reached. But the men who 
were most competent to judge the quality of the decision 
that resulted from a meeting were usually participants in the 
meeting. Now, when the judge of results is also a participant 
in the process being evaluated, you face a problem in meth- 
odology that is altogether different from what you are up 
against when you have a measure of outcome or productiv- 
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ity that is completely independent of the operation or proc- 
ess being evaluated. 

When we tried to use more objective kinds of criteria— 
such as judging the success of a conference by the number 
of decisions reached per unit of time—we faced problems of 
over-simplification. Do you get a better appraisal of the re- 
sults of a conference if you aim at qualitative assessments of 
decisions, using the opinions of participants, or quantitative 
assessments that invite the question of whether you are 
hopelessly degenerating the criteria into meaningless num- 
bers? We have some ideas about this issue, but I cite it as il- 
lustrating one type of problem commonly encountered in 
the social science field, namely, how do you establish criteria 
that are objective in the same sense as the chemist’s criteria 
for measuring what happens in a test tube or the engineer’s 
criteria for measuring what happens to a piece of metal 
under stress? 

A second problem was connected with identifying the 
factors that influenced the outcome of a conference. In the 
natural or physical sciences, the researcher is frequently able 
to work with as few as five or six variable factors that influ- 
ence a single process or operation. In our observations of 
conferences, however, we identified some 120 different vari- 
able factors that appeared to influence success or failure. In 
this type of situation, you simply cannot work with the pre- 
cision of the chemist, the physicist, or the engineer. You 
have so many more variables under observation. And you 
don’t have the facility of the physical science laboratory for 
isolating the more important individual variables. The result 
is that no single variable can possibly account for more than, 
say, ten percent of the outcome—much less, in most cases— 
and that throws you right back to the problem of the preci- 
sion of your final assessment. 
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Mr. Wuyre: With all these troubles, did you reach 
any conclusions about what influenced the effectiveness of 
conference procedures? 

Mr. GuetzKow: Well, only partial ones, I’m afraid. 
Using more than one hundred variables we found we could 
account for perhaps 4o percent of the outcome in terms of 
the quality and number of decisions made, perhaps 60 per- 
cent in terms of a measure based on the satisfaction expe- 
rienced by participants. 

That brings to mind one more problem of method: that 
is the complication introduced by the interaction of factors. 
This, of course, you get in the physical sciences, as well. We 
found some very interesting interaction effects. For exam- 
ple, we found a close relationship between the satisfactori- 
ness of a meeting, as judged by the participants, and the ex- 
tent to which the leader controlled the procedure of the 
meeting, without tampering with the content. But we found 
that you could wash this factor out if you got a group of 
participants that was highly united and attracted to the pur- 
pose of the meeting. Then it didn’t seem to matter what the 
leader did or how he behaved. The members were still satis- 
fied or dissatisfied without reference to the leader’s behavior. 
Mr. Hazarp: As I understand what you have said, 
you are suggesting that it is possible, in social science re- 
search, in management research, to do a job that is reason- 
ably precise, so that you can put your finger rather exactly 
on what is going on and know rather exactly what results 
you are getting? And that this is true even in this especially 
elusive area of human behavior? 

Mr. GuetzKxow:  That’s right. Of course, we are 
still looking for techniques that will make it possible to ac- 
count for the other parts of the outcome—but we have a 
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long way to go. I don’t mean by that that fundamental re- 
search should try to explain quantitatively how all of these 
interacting factors will apply in a given concrete situation. 
Depending on the circumstances, the individual factors at 
work are going to enter with very different weights in dif- 
ferent situations. Those weights have to be found in the spe- 
cific situation—that is the task of application, not of funda- 
mental research. The universities are equipped to research 
on the fundamental problem, but that still leaves a big job 
for the social engineer—to apply the fundamental knowl- 
edge to immediately practical issues. 

Mr. McDanie -: _ If you make that distinction, then 
you have gone a long way toward determining the nature of 
the work that you should do as a member of this faculty. 
Mr. GuETZKow: Our job as social scientists is to 
understand the variables and the mechanisms involved, and 
to test them and explore them in controlled situations. 
Mr. McDanieL: Your proper sphere of activity, as 
you see it, is to create the model. The application of that 
model to specific problems then becomes the work of those 
men who face short-range, practical problems. 

Mr. Koutver:  That’s a valuable summary you’ve 
made. There are a couple of related points that have oc- 
curred to me in connection with the analogy that might be 
drawn between the work of the social scientist and the 
physical scientist. There is a parallelism both in experimen- 
tation and in invention. In dealing with these two processes 
the head of a research group in the physical sciences is given 
almost a free hand. It seems to me that in the social sciences 
a great deal more attention needs to be paid to invention. As 
in controls, for example, within business and over business 
—why, we haven’t even begun to explore the possibilities of 
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invention. Of course, with invention goes experimentation 
in order that choice can be made between different schemes 
or different plans. 

But it seems to me that the analogy carries even further 
than you indicated. The basic processes followed in the 
physical sciences can be brought over to a considerable ex- 
tent into the social sciences. The exact methods, of course, 
may differ, as you indicated. In the physical field you may 
have six variables within which you’re supposed to come to 
a conclusion. In the social sciences you may have 120 vari- 
ables and that may not exhaust the entire list. The next day 
there may be 120 more. 

One problem of that type that I’ve observed is the varia- 
tion arising from the introduction of a new personality into 
an existing situation which is about to be resolved. Maybe 
by sheer accident, this new personality brings in with him 
new factors which completely upset the diagnoses or tenta- 
tive conclusions that had been arrived at, thus necessitating 
a completely new investigation and new conclusions. 

The point ’m making is that the analogy goes quite far. 
The methods will necessarily differ. But I think the engi- 
neers and the mathematicians have a great deal to teach the 
social scientists. They have gone through a series of proc- 
esses that the social scientist himself must go through. The 
social scientist stands to profit by the mistakes that have 
been made, by the methods that have been developed by the 
physical scientist in the course of his extensive experimenta- 
tion. I don’t think there is anything the physical scientist 
does that shouldn’t be taken advantage of by the social scien- 
tist to the greatest possible extent. [ think the social scientist 
must at all times be aware of the methods and the scheme of 
thinking that go on in the minds of the physical scientists 
before he can make the most of his own potentialities. 
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Mr. Hazarp:  [amstill far from convinced that you 
can let your thinking be guided entirely by the delightful 
prospects of adapting the methods of research in the physi- 
cal sciences to management problems. You can get a chem- 
ical in a test tube or an atom to stand still—I may be offend- 
ing my scientific friends by this figure of speech, but it will 
be useful to make this point—and you can study it and find 
out how it behaves and what it does, and then you can draw 
certain conclusions and finally apply your conclusions. All 
this is going on in a controlled environment. But to apply 
the same technique to a business problem, where the envi- 
ronment in different organizations and in different circum- 
stances is not always uniform, so that you have to come up 
with a conclusion that may be reliable only in two-thirds of 
the cases—well, this may be extremely misleading, it may 
even be extremely dangerous. We all know the story of the 
surgeon who reported that the operation was a success but 
the patient was dead. I don’t think you can afford to go all- 
out along the line suggested by the physical sciences. You 
must use a lot of discretion. 


SUMMARY COMMENTS ON FUNDAMENTAL 
AND APPLIED RESEARCH 


Mr. SmituH: Let me go back a moment. It seems to 
me that we have been raising a series of important points 
that bear on the issues connected with defining fundamental 
research; understanding its relationship to applied or prac- 
tical research; exploring the place of a university, its people, 
its facilities and skills, in carrying on research; and similar 
matters. It may be useful to try to put these issues into a se- 
ries of steps that represent an appropriate action sequence. 
To solve problems you have to have facts. Not just any odd 
assortment of facts, but the right facts, the pertinent facts. 
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In order to get the right facts you have to ask the right ques- 
tions, or your facts will mean little and will be no more than 
a collection of miscellaneous data, one of the most perni- 
cious forms of time-wasting in research. So you start out 
with some such question as the one that started Herb Simon 
off on his research project: the extent to which decentraliza- 
tion is desirable in performing the accounting function in a 
large organization. As you go along, you collect some data, 
and in the process of doing that you deal with problems as- 
sociated with the character of the data and ways of collect- 
ing data. i 

At that point the road quite often forks. The next step 
can be guided along two different paths. One is toward im- 
mediately useful, practical short-term results. Curving the 
research path in that direction, it seems to me, means that 
what you are doing is applied research and is probably not 
a proper university function. In most instances, this is some- 
thing the individual company can do much better by itself, 
or it can hire a practical-minded group, such as a manage- 
ment consultant firm, to do the job for it. 

The other curve is toward generalization, toward broad 
applications. It involves techniques that the university staff 
can use with rather greater assurance than the individual 
company, and it usually calls for ways of thinking and ana- 
lyzing that are more likely to be found among university 
staffs than in business organizations. This path leads toward 
fundamental research. 

When, for example, one starts with the location of the ac- 
counting function, as Herb Simon did, and rather early gets 
involved, not in specific answers to location questions in spe- 
cific companies, but in the much broader problem of com- 
munication and interaction between a group with one set of 
concepts and mores and a group with another set of con- 
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cepts and mores, and then perhaps moves from these gener- 
alized issues to the still broader problems associated with the 
ways in which decisions are made and carried out in com- 
plex human organizations—then one is deep in fundamental 
research. And if any one is equipped to do this kind of re- 
search, the universities are. I feel profoundly that it is this 
path that we must follow in planning our research efforts. 
We must concentrate on the things we are equipped to do 
better than business, and leave to business the problems they 
are better equipped to work at. 
Mr. McDanie -: May I comment on two things? 
First: about research. I feel that there is confusion in our use 
of the term. The word is being used in different ways. We 
have talked as though the physical sciences have developed 
a research technique that operates perfectly. Probably the 
greatest revolutionary changes in techniques in the last ten 
years have occurred in the natural sciences. I am convinced 
that many techniques formerly used are no longer applica- 
ble. I can remember the time in school, and so can all of 
you, when in chemistry you were presented with what was 
called the periodic table; you were told that that periodic 
table listed the elements; then you were told what an ele- 
ment was. It was an irreducible thing, and there it was. 
Physical chemists have thrown that away. There’s a com- 
pletely new orientation. Many things that were formerly 
accepted as ultimate facts are no longer so accepted. There’s 
a whole world of new things. I think we must be very care- 
ful not to assume that the physical and natural sciences have 
solved all their problems and that their techniques have been 
perfected. What is important, it seems to me, is that we 
understand and understand how to use the methodology 
that has been developed in the physical and natural sciences. 
This is a matter of collecting data for a specific purpose. 
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You make observations; you reach tentative conclusions; 
you test those tentative conclusions; and when your ob- 
servations are sufficiently numerous and your sample is 
acceptable, then you dare to move on to the point of ex- 
pressing your conclusions in the form of a law. What is 
important to us is the methodology of problem solving. 

I have a second point. This is a matter that I find very 
disturbing. I have difficulty in expressing it and if I sound 
a little confused, I hope you will bear with me. As I listen 
to this discussion I feel a sense of compulsion—an insistence 
that you must do research, that this particular institution 
must do research. Not only does this institution have to do 
it, but every single man on its faculty must do research. Let 
me say frankly that I don’t know whether all the members 
of the faculty of this or any other institution are capable 
of doing research. They may be. But should they do so 
because they feel compelled to do so? 

In any event, it seems to me that before you can talk con- 
structively to business men about problem areas into which 
research should be directed, the individual faculty member 
should decide for himself what kind of research he wants to 
do and is capable of doing. Not until he has resolved this 
issue should he approach business asking it to guide him in 
his research activities. The key questions are: What com- 
petence do you have? What facilities do you have? What 
can you adjust yourselves to efficiently? When you have 
answered these questions, then, I think, is the time to ap- 
proach business men; then you may say: “These are the 
things we can do competently. We should like to do them 
through your organizations or in consultation with you.” 
Mr. Bacu: [I could give you a long answer to that 
observation, at the risk of cutting off what we hope to gain 
from other parts of this discussion. Let me give you a one 
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minute answer instead. We have done a good deal of the 
kind of self-analysis that you suggest. I can assure you that 
we at Carnegie know what we want to do, in the way of 
research, with one big chunk of our talent and time and 
money. But one of the points that we have been concerned 
about—which may have led you to the conclusion that you 
have just indicated—was our feeling that we ought to pause 
for a moment in our work, and sit back, and re-examine 
this whole research business to find out whether we are 
moving in the right direction. I think this feeling exists not 
only at this school, but in many other schools that have re- 
search facilities and ambitions. 

Perhaps this suggests that we are ready to turn to one of 
the other important topics on which we think you business 
men can be of basic assistance in helping us with the re- 
examination of our effort. I wonder if we shouldn’t talk 
over some of the important areas toward which research 
should be directed. We are deeply interested in hearing 
from you men in business about the problems that you think 
require researching, and that may be approached with some 
of the research techniques that we have been talking about. 
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RETIREMENT 


Mr. Rosins: _ [happen to be chairman of a sub-com- 
mittee of a national association that has been given a com- 
prehensive assignment of taking a fresh look at problems 
associated with old age: particularly the economics of 
financing old age—the national issue and the industry and 
single-company issue. We have some very able men on the 
sub-committee who are experts in the field. Among other 
things, we’ve had extended-discussion of compulsory vs. 
non-compulsory retirement at age sixty-five. The experts 
tell us they haven’t found any way to decide scientifically 
when a man should be retired or down-graded because of 
advancing years. That’s a mystery to me. I don’t happen to 
be a personnel expert, but if a personnel organization can 
scientifically select men and scientifically up-grade them 
over a period of forty years, it would seem to me a smaller 
problem to face the issue of how to down-grade them or 
retire them. Nevertheless, first-class people claim it’s a major 
problem. It seems to me that here is an area where a school 
of industrial administration could do an outstandingly im- 
portant job of basic research. And this is one more example 
of a problem that stretches far beyond the horizon of the 
single company and the specific situation. 

Mr. Swensrup: This retirement problem is cer- 
tainly very important. I recall all sorts of arguments about 
it, but the best one I’ve encountered is that if you don’t re- 
tire every one at the same age, you have a terrific morale 
problem based on alleged discrimination. If exceptions are 
made, how can you convince the man you want to retire on 
the regular schedule that your judgment is really as objec- 
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tive and scientific as you claim it is? I think it would be 
extremely useful to have a compilation of what has been 
tried and what the results have been. This is close, Dean 
Bach, to the question raised in your memorandum: why 
does something work well in one situation and not so well 
in another? 

Mr. Hazarp: You have the same problem of selec- 
tion when you up-grade people. 

Mr. Swensrup: Of course you do, but there you 
have to make a choice and every one knows it. You don’t 
have the same compulsion in retirement. 

Mr. Hazarp: The real difficulty would appear to 
be that chronological age is no indicator of the efficiency of 
human organisms. You can have an old man of thirty-five, 
or a young men of seventy. Furthermore, if you retire a 
young man of sixty-five, force him out of his pattern of life, 
he often gets sick and becomes a health problem. This raises 
the issue whether the economy can afford to keep people 
who could be productive not only in idleness, but also in ill 
health. 

Mr. Rosins: _ It’s an important problem and one that 
is growing rapidly, especially with the growth of pension 
plans. Many managers don’t see its broad implications. 
We're just beginning to work our way out of discrimination 
in so many other areas: on the basis of race, color, religion, 
country of origin. And now we find ourselves on the thres- 
hold of developing another huge basis for discrimination: 
against people who have reached a certain age. And for no 
other reason than their age. And on a whopping big scale. 
It’s controversial in the extreme and it’s very expensive. I 
think this whole area is wide open as a rich field for the 
kind of research you people are undoubtedly equipped 


to do. 
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Mr. Kramer: Just to satisfy my curiosity—how did 
we decide that sixty-five should be the automatic cut-off 
point? 

Mr. Hazarp: I can tell you the answer that was 
given to me. This retirement concept arose in Germany as 
part of the broad social movement of the last half of the 
nineteenth century. It was opposed by the property owners. 
They didn’t like the idea. So they fixed on sixty-five be- 
cause very few people lived to be that old then. The cost 
would be negligible. Since that time, of course, medical 
science has increased our life expectancy, and here we still 
have the sixty-five figure with a real bite now. 

Mr. Kramer: Does that suggest that it would be 
appropriate to move the retirement standard back to sev- 
enty? 

Mr. Coxrryer: _ [I think research will have to tell us 
that. But this suggests another important point. We have 
compulsory retirement at age sixty-five in our company to- 
day. And our managerial group is persuaded that in nine 
cases out of ten when we retire a man and move someone 
up to replace him it causes heartaches, but we strengthen the 
organization. 

Mr. Swensrup: Im glad you made that point. I 
think that in any research on this problem a distinction 
should be made between managerial personnel and produc- 
tion workers. In the managerial area there are important 
problems connected with maintaining fluidity in an organi- 
zation and avoiding the kind of hold-back and damming-up 
of younger men that occurs when you keep older people in 
their jobs too long. 

Mr. Teeve: _ [think this isa crucial area for research. 
A couple of years ago, in association with a number of life 
insurance companies, we held a three-day conference on 
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“what, twenty years hence, the life insurance people will 
wish they had thought about now.” One of the important 
issues that emerged from that discussion was this one of 
retirement. Where will we be if we persist in reducing the 
retirement age at the same time that medical developments 
are prolonging the span of human life? This is an economic 
and social problem of tremendous importance. Incidentally, 
Sid, we made the same division between factory workers 
and executive personnel that you suggest. We undertook 
some research on the subject and the results will be pub- 
lished shortly. I think that the clearest conclusion from our 
work is that an immense amount of work remains to be 
done. We were talking earlier about the difficulty of gen- 
eralizing. I have this especially in mind, because our studies 
represent only a first attack at a few situations and we need 
much more extensive exploration before we can approach 
safe conclusions on which reliance can be placed. 

Mr. Swensrup: You can’t divorce the problem 
from labor organization and labor relations, either. We 
have not had a definite retirement policy in our company, 
although we have been working toward one. And in doing 
so we have found that we are forced to consider a number 
of things that didn’t appear on first examination of what 
was involved. We bumped into the labor issue in one of 
our plants that does not have an organized bargaining unit. 
Quite a few of the men were getting along in years and the 
manager thought some policy ought to be worked out. He 
came along the other day and said he wanted to put a notice 
on the bulletin board announcing a definite policy. He had 
tried to work the problem out on an individual basis but 
found that he was getting too many repercussions. The 
union leaders were seizing upon this issue as a source of 
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Mr. Rosins:  There’s another aspect that takes on 
prominence when you consider the problem from the view- 
point of human relations. Industry generally has accepted 
the proposition that it should assume the responsibility for 
hiring and using handicapped individuals—lacking legs, 
arms, and eyes. We’ve made a lot of progress in this direc- 
tion in recent years. Finding ways to employ the handi- 
capped is becoming part of the social mores, you might say, 
of the country. And here we are talking about another form 
of handicapped people, those handicapped by old age, and 
the question is: shall we try, to hire handicapped young 
people while forcing the retirement of handicapped old 
people? 


PERPETUITY OF ORGANIZATIONS 


Mr. Brooxs: May I say that there is another com- 
pelling reason for looking into this problem of retirement: 
that is the urgency of opening paths of opportunity for 
young men. You know, they say one of the characteristics 
of the business man who goes into the academic world is 
that he tends to become even more theoretical than the 
academicians are alleged to be. Let me step back to the 
business side of my life for a moment. The high command of 
industry, management as we call it, certainly has a responsi- 
bility for getting results. But the high command of any 
organization—whether it’s church, army, or business—has 
another urgent responsibility and that is for the perpetua- 
tion of the institution. Much of the research that Sears car- 
ries on is concerned with this subject of continuity of ef- 
fectiveness. We certainly know any number of cases where 
a company has gone into decline. I think we could, for ex- 
ample, point to the railroad industry as a whole industry 
that hasn’t maintained the virility and drive and power for 
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growth that marked it in earlier periods of its history. Nor 
has the result been the same for all companies in that in- 
dustry. The meat packing industry—or some companies in 
it—offers another example. I have a notion that a lot needs 
to be found out about the elements of decay that creep into 
an organization and lead to deterioration. There isn’t a busi- 
ness man in the world who looks with favor on the word 
“bureaucracy,” yet the deadly influence of bureaucracy 
slips into many organizations unseen and unheard. It’s a 
most insidious development and, in my opinion, it is one of 
the principal reasons for decay and decline in organizations. 
And I’m not necessarily talking exclusively about business 
organizations. 

This suggests to me that it may be important to point the 
research spotlight at some of the older human organizations 
that have a history available for study. The church, the 
army, the educational institutions have to get results, too, 
just like business. Now the average business man may drag 
out that old cliché about their not having to meet a payroll. 
But they do have to get results, different results. We have 
to find out what vitamins are eaten by the organizations 
that seem to have learned some of the secrets of perpetua- 
tion. There is a tremendous field for research in this whole 
subject of perpetuity in industry. I hope I’m not being too 
theoretical for my ex-colleagues in business? 

Mr. Rosins: On the contrary. But I would like to 
know how you would do this in the case of individual com- 
panies. What you want to do is look at a dead company and 
try to find out what killed it. You would probably also 
want to look at some companies that seemed to stand almost 
motionless for a long time and suddenly began to move 
ahead. It’s the problem in reverse. But I should think that 
would be considerably easier than walking into a company 
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that seems to be in the process of dying and say: “We un- 
derstand that you’re dying and we want to see how near 
dead you are and what seems to be the cause.” 

Mr. Bacu: Mr. Whyte, I know that you people at 
Fortune have been concerned about what values there are 
in organizations and what forces keep them growing, or, in 
reverse, create a setting for deterioration and decay. 

Mr. Wuyte: _ There are several observations I’d like 
to make, Dean Bach. I think they relate, directly or tan- 
gentially, to both your question and some of the preceding 
discussion about perpetuity which I’ve found extremely 
interesting. : 

In the course of pursuing the material for a story, we 
found that the college class of 1949, and the class before it 
and the class after, were the most group-minded collection 
of young people that we have ever known. They are tre- 
mendously interested in security—security as against op- 
portunity, let’s say—and not only financial security but 
emotional security, as well. When you translate this into 
kinds of jobs, you find that there has never been such an 
urge on the part of a whole college generation to get into 
staff as contrasted with line positions. They wish to be 
technicians of society more than leaders. 

Above all they are group operators; there probably has 
never been a generation so dedicated to the task of getting 
along. We encountered what appeared to be other aspects 
of this same group-minded phenomenon in a couple of ap- 
parently unrelated stories that we were investigating. I’m 
troubled about the broad implications of this, without quite 
understanding what it may mean or what the answers 
may be. 

We know that all our organizations have a pronounced 
tendency to bureaucratize themselves, including journalism, 
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I might add. If you put that together with this observed 
desire to get into staff positions and the apparent lack of 
interest in opportunities accompanied by risk as against se- 
curity—you may begin to wonder what dangers may be 
implicit in the collective situation. I wonder if all this is re- 
lated to the idea that seems to be becoming more popular, 
that one of a company’s main duties is to provide social 
satisfaction for the members of its organization. If you con- 
sider this from the viewpoint of the college generation to 
which I referred, it seems to be precisely what they want. 
Is this a good thing? Should a company reach out that far 
to provide satisfactions of a social or group sort? May there 
not be some dangerous kickbacks residual in this movement? 
Is all this related to Dean Brooks’ concern about perpetuity 
and dying industries and individual firms? 

Again, we got the feeling that this college generation is 
more concerned with becoming effective group “operators,” 
highly skilled socially, knowing how to get along well with 
people. There is greatly increased interest in this same prob- 
lem among persons in industrial relations work. There is 
really a fantastic amount of work, of various degrees of 
usefulness, in progress on how people get along in groups. 
Are we not in danger of overlooking a critical new problem 
—how do we provide a favorable environment and proper 
incentives for the independent spirit? How do we nurture 
that type of individual? He may not fit at all well into 
groups. He may be almost destructive in his interpersonal 
relationships. But he may be that rare individual who has 
the genius and the drive that can spark a sleeping organiza- 
tion, who can really make the difference between life and 
death for a firm. 

We made a study of one company, a rather small con- 
cern, that has gone whole-hog for this human relations ap- 
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proach. They have a small research department and we 
were talking with the people who run it. They’re very up- 
set. They feel very strongly that the company should pro- 
vide full social satisfaction for its young members. They all 
work so terribly hard getting along with everybody. They 
hold conferences all the time. But the president of that com- 
pany told us: “We’re worried about the head of our re- 
search department. He just doesn’t seem to be able to pro- 
duce new ideas, he’s not nearly the equal of this young 
fellow we have in our office.” But there was conflict. If 
they fired the head of the research department, or moved 
him upstairs, and brought in this young man to replace him, 
they would be upsetting all the internal relationships of the 
organization. And on the other hand, if they didn’t promote 
the younger man and give him an opportunity, his growing 
antagonisms toward the research chief and his own frustra- 
tion would compel them to let him go. They finally let him 
go. They were losing, and they knew they were losing, a 
dynamic individual who could have meant a great deal for 
the future of their company. 

There’s a real research problem, I feel, involved in find- 
ing out how, in the midst of this defined trend toward bu- 
reaucracy that may be inevitable in large organizations, you 
find the independent spirit, and keep him, and encourage 
him. 


FINDING, TRAINING, AND MOTIVATING 
EXECUTIVE TALENT 


Mr. Co.LLyer: Dean Bach, this is a subject of great 
concern to me. I would like to state what, in my opinion, 
is one of the most urgent needs of our company. I don’t 
know whether it offers a field for research, but it may. 
That’s for you to judge. First, how can potential members 
of management be more readily discovered in an organiza- 
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tion? Second, what on-the-job and off-the-job training 
should be offered for their development after they have 
been discovered? And third, what are the best incentives 
and rewards under today’s conditions for maximum accom- 
plishment by members of management? 

Mr. Treere: May I say amen, with this specific ad- 
dition? For several years now I’ve been watching the execu- 
tives of many of your companies in our Advanced Manage- 
ment Program. I sat, for example, yesterday in a class with 
a group of them. These men have an average age of 44, av- 
erage business experience therefore of 22-23 years, average 
salary of around $20,000. So you people have shown some 
confidence in them already. And I wonder if you realize 
as strongly as an outside observer does how thoroughly 
specialized and narrow these men are. It is incredible. We 
haven’t done the things with those men during these twenty 
years that we should have been doing. It isn’t a matter of 
profound knowledge of complex problems in business and 
government. It’s that they can’t read a balance sheet. An 
operating statement is a mystery to them. Now these are 
good men, but in one limited field. And these are the men 
that American business is going to depend on. 

Mr. Hazarp: _ I think this is of outstanding impor- 
tance. I’ve certainly noticed it right in my own field, in the 
law. The specialization that has taken place is shocking. And 
I don’t know how we can avoid it. But it seems to me that 
it points up all the more the necessity for research in what 
top management really is. We’re all obsessed by expertness. 
I’ve heard business men say that if they want to do such a 
simple thing as make a statement to the press, by the time it 
gets through the public relations people, the tax lawyers, and 
so on, there isn’t much left. An expert, they tell me, is one 
who makes no small errors as he proceeds to the grand fal- 
lacy. Nevertheless we must have experts. And therefore it 
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seems to me all the more necessary to do fundamental re- 
search to discover the hard core of the top managerial prin- 
ciple. It does sound vague. But what you’re really looking 
for is what Harvey was looking for when he found the 
circulation of the blood. We’ve got to find out what is at 
the very heart of the business mechanism. 

Mr. Kramer: _ I was talking recently to a man who 
had just become president of a company, and he described 
it as the most frightening experience he had ever known: 
suddenly to shift from vice-president in charge of manu- 
facturing to president. A month after he was on the job the 
sales manager came in and laid on his desk a $3,000,000 ad- 
vertising budget and said, “Will you approve this?” And he 
replied, “I don’t know yet.” But he has to know. 

Mr. WHuytTe: Let me toss another one in. In the 
course of pursuing another story we talked with a group of 
business executives enrolled in an advanced training course. 
They were all between the ages of 35 and 40. We weren’t 
interested in getting this particular bit of information, but 
it came out in the course of the interviews and we followed 
it a bit. We got into the question of ambition in a sort of a 
long bull session with them. We said, “Obviously, top man- 
agement has tapped you for promotion, otherwise you 
wouldn’t be here. Where would you like to be ten or fifteen 
years from now?” 

The answers that came back just about floored us. Most 
of them said in the first place they didn’t want to be in this 
particular school. They knew it was a bit of a promotion. 
But they simply didn’t want to go much further in their 
companies. They came out with words like “merry-go- 
round,” “treadmill,” phrases like, “sure, you’ve got to keep 
up; you don’t want to fall behind.” To put it frankly, they 
just didn’t sound very ambitious. One of the men there, a 
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rather unusual fellow, said to us, “It’s funny. I don’t know 
whether you fellows have gotten the same idea, but if this 
is a sample of business management, we’re not very am- 
bitious any more. Or if we are, it’s in entirely different 
terms. I’m completely confused.” It certainly confused us. 
There was very little talk of money. It suggests the ques- 
tion: what are the measures of ambition? 

Mr. McDaniet: And who are the people compe- 
tent to carry on that particular investigation? Psychiatrists? 
Psychologists? Who? 

Mr. Bac#: Some of us have a strong suspicion that 
nobody is really competent. But several different specialists 
working together may produce a kind of group compe- 
tency. 

Mr. Price: [4d like to follow up what you said with 
this thought. After these men finish an advanced manage- 
ment training course, the Westinghouse Company finds it 
very difficult to place them in good spots for further de- 
velopment, because of that long period of specialization. 
Give us another five years and you'll get younger men, men 
who have not been in the company so long. They will be 
broader. They will have moved around among departments. 
They will have a much more varied experience. And when 
they come back they will be able to do something about it. 
Mr. Bacu: The research problem underlying this is, 
I suppose, how do you find these men before they’ve gone 
too far in one part of an organization? How do you put 
your finger on them as likely candidates for special training? 


SOME LABOR-MANAGEMENT ISSUES 


Mr. Cottyer: All of us are worried about how to 
improve our labor relations. It seems to me that there are 
some basic questions that have to be answered before we 
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can begin to understand how to proceed. What incentives 
induce people to work? Are such incentives now available? 
How can people agree on adjustments of wages and em- 
ployment conditions without strikes? How can we improve 
the bargaining process so that it becomes truly a system for 
reconciling and compromising differences? Can differences 
between employees and companies be settled equitably and 
amicably unless the bargaining power of unions and com- 
panies is about equal? 

Then there’s another, although related, field in this issue 
of productivity. The General Motors Corporation has 
moved into this area with their contract which gives effect 
to changes in the cost of living and an automatic productiv- 
ity adjustment. Yet we all know that increases in productiv- 
ity often have nothing whatever to do with labor’s contribu- 
tion. They’re the result of new equipment, or of the kind 
of research that leads to the discovery that by opening a 
valve a little more or at a different time, or by adding a new 
ingredient or changing the material mix, we get substantial 
increases in output or improvement in quality. But what 
have such productivity gains got to do with labor and what 
influence should they have, can they be allowed to have, on 
the employment contract? 


SOME ECONOMIC PROBLEMS 


Mr. SwWENSRUD: Id like to mention another area for 
research, this one in the field of what might be called eco- 
nomic or monetary problems. Mr. Collyer spoke of the es- 
calator clause in the General Motors wage contract. I know 
that General Motors has a special view of the effect on the 
price level of such clauses providing for automatically in- 
creasing wages. They claim there is no effect. Many people 
seem to think that the widespread adoption of the policy 
expressed in that type of wage agreement may cause a 
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steady inflation in the economy. What I want to ask—and 
suggest as a possible area for university research—is whether, 
if this is true, it would still be a cheap price to pay for im- 
proved employee relations? This may seem like a rather 
theoretical question on first view, but I think it is really in- 
tensely practical. If business men were to conclude that, re- 
gardless of what they think, there is going to be a certain 
amount of steady inflation in the economy anyway, and if 
they sensed a general disposition to believe that a certain 
amount of inflation may generally be a good thing, or at 
least have a stimulative effect with some good aspects, they 
might develop for their own companies quite a different set 
of policies than if they reached opposite conclusions as to 
general price probabilities for the future. Contrariwise, they 
might conclude that the benefits of increasing productivity 
ought to appear in the shape of decreasing prices rather than 
increasing wages. Now I believe that somewhere along the 
line business leaders as well as professional economists in 
government agencies are going to have to deal with this 
problem. Is inflation a good or a bad thing? 

As business men we can’t afford to forget, in thinking 
about our decisions, that we have certain rather clearly de- 
fined limits within which we can make decisions. A lot of 
decisions are made for us by the environment within which 
we work and from which we cannot escape. I certainly 
think there has got to be some real sound thinking on ques- 
tions of monetary policy as they affect decisions, as well as 
about the decisions themselves and how they are made and 
carried out. 


ORGANIZATION STRUCTURE 


Mr. Jacosy: So far today our discussion seems to 
have given research in administrative organization a rather 
rough time of it. There has been some comment that it’s not 
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fruitful, that it’s not the business of the academics, that it’s 
not fundamental. I’d like to call attention to the importance 
of work in that area and to the need for it. We’ve been 
praising the habit, in the physical and natural sciences, of 
asking why things should be as they are, of challenging the 
status quo, as it were. Very few of us have been ready to 
ask that question in the field of organization. There’s a good 
reason for that inertia. It’s not easy to wrench ourselves out 
of a pattern of thought. We have vested interests, perhaps, 
in existing types of administrative organization. But I think 
there may be substantial gains to be secured from not being 
afraid to take a hard, candid, ‘critical look at some existing 
types of organization. 

I understand, for example, that Sears Roebuck is now 
carrying on an interesting experiment in organization. They 
have been exploring the utility of the idea of very large dele- 
gations of responsibility way down the organization line, a 
flat type of organization with tremendously wide spans of 
control, as the organization theorists put it. This is really 
quite unorthodox in terms of common ways of thinking 
about organization structures. But they’re trying to see what 
happens in such a set-up. Does it produce results? What 
kinds of results? I don’t know that any conclusions have 
been reached as yet. But this is a good example of a com- 
pany that is conscientiously asking itself the question: why? 
It seems to me that more companies ought to ask themselves 
that question with respect to their organization structure. 
And I am persuaded that schools of business can make a 
valuable research contribution by working with companies 
in trying to answer this question. 

I am concerned that very few companies seem to have 
set up staffs to do research in organization structure. They 
have economic research staffs, market research staffs, all 


[68] 


HORIZONS AND PROBLEMS 


kinds of technical research groups. But not in the area of 
organization structure. The growth of giant organizations 
seems to demand intensive re-thinking of the whole problem 
of whether present organizational patterns are appropriate, 
or should be remoulded. As an educator I have no answer 
ready-made for this question. But I am persuaded that there 
are important needs and great opportunities for research in 
this area. 

Mr. Kouver: — But don’t you think that such research 
must be preceded by a great deal of data collection that 
hasn’t been done by anyone? A survey was made under the 
sponsorship of Stanford some years ago; the findings and 
conclusions were published in a book called Top Manage- 
ment Organization and Control. Summarized in the book 
are the top organizational structures of some thirty-odd cor- 
porations, representing large companies in various fields. 
According to one of the men who conducted the research, 
the attempt was made to explore no more than three layers 
of authority, starting from the top. They did this to avoid 
becoming engrossed in detailed problems of organization 
and operation, and to confine themselves to the area where 
general management functioned. What they observed is 
reported in the book. To my way of thinking, what they 
describe is more important than the conclusions they draw 
from their observations. The conclusions, summarized in a 
separate chapter, are generally commonplace and uninterest- 
ing. The reason for this, I believe, is that they had too few 
cases on which to base their judgments. Which brings me 
back to the point that has already been made by others here, 
that at this stage we ought to be more concerned with mak- 
ing observations, collecting facts, if you like, than with 
drawing conclusions or generalizing, in the language of the 
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RESEARCHING THE DECISION-MAKING 
PROCESS 


Mr. AnsHen: Much of what we have been saying 
up to this point has pertained to these related questions: 
What kinds of management problems are researchable? 
How can the research approach be brought to bear on these 
problems in ways that will be useful to administrators? 
What problems are likely to be encountered in undertaking 
such research? I wonder if it would be worth while to con- 
sider step by step just how this would look if the group as- 
sembled here were planning the undertaking of a specific 
research project. 

One problem that has been of great interest to us at Car- 
negie is: How does a major policy decision get made in a 
business organization, and, after it has been made, how does 
it get put into execution? Both business and university peo- 
ple have thought about and chewed over many specialized 
aspects of this problem. I have in mind such questions as line- 
staff relationships, how to get the essential facts organized 
and analyzed and presented to those who make decisions, 
communication between organization layers, formal and in- 
formal organization structures, the translation of broad pol- 
icy into specific operations, and a number of others. All of 
these issues come into focus in terms of the process of mak- 
ing and executing a policy decision. This is the organization 
in action, so to speak, with all its strengths and all its weak- 
nesses, all its tested methods and all its unsolved headaches. 

Would it be valuable and informative to you as managers 
to have this process studied in terms of the formation and 
execution of a specific policy decision in one concern? 
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Would it contribute something important to management’s 
ability to understand how its job gets done and how it might 
get done better? 

Suppose some of our faculty members worked out an 
arrangement with one of your organizations to try to study 
the decision-making and executing process in a company in 
terms of a single major policy decision selected as a good 
test case. How would your team and our team work to- 
gether on the problem? What kinds of difficulties do you 
think might be encountered? What would be the best way 
of carrying on the research? What would be the best way 
of getting the cooperation of your people? Into what areas 
should the study be pushed to be of greatest value in throw- 
ing light on the whole decision process and exploring some 
of the weak points in the operation? 

Mr. Bacu: Here we have a whole hat full of ques- 
tions. Let me pick just one out to put to the group. Do you 
have the feeling that an outside group can work effectively 
within a business concern on this kind of a problem? Can we 
form joint teams that will work effectively together as re- 
search units? Just how much monkeying around of this 
sort will business tolerate? What will the researchers be 
permitted to observe? How far will they be permitted to 
probe? Under what circumstances will companies actually 
allow experiments with their administrative arrangements? 

Dean Teele, you people at Harvard have a vast experience 

with this problem. 
Mr. Tee ve: _ I think the answer depends on several 
variables. One, of course, is the kind of problem you are 
attacking. In one sense, you always have a team. Unless you 
get some individual or some group within a company suf- 
ficiently interested in a research project to the point that 
they do participate, very little happens. I take it therefore 
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that you are thinking of more formal associations, and on 
that I don’t think it is essential unless the project requires 
a long stay in a single company. In the case of the famous 
Hawthorne research where there was a formal university- 
company team, the group was originally set up, as I recall 
it, for six months. It went on for several years in the same 
plant, and the by-products have been pursued for fifteen 
years. I don’t suppose you could do that kind of thing with- 
out a formally organized team to carry it on. 

I was commenting at lunch on a current experiment of 
ours that bears on the point under discussion. We have been 
trying to get observers so immersed in a business situation 
that they become almost a piece of furniture in the office. 
That takes a long time. We have set up in two plants on 
what we think of as a permanent listening post basis, with 
the objective of getting a group of observers who will gain 
acceptance rather faster than a single person. We are hope- 
ful that with several people going in and out, each one of 
them will be accepted more quickly and will become neu- 
tralized in the environment. 

This kind of thing obviously can’t be done except on a 
partnership or team basis. You will have to build a degree of 
interest on the part of the business firm that results in their 
becoming, as it were, almost partners in the enterprise. On 
the other hand, the survey type of research that we were 
talking about earlier—where you go out to discover current 
practice in a large number of companies—so that you can 
conclude that what is being done in, say, eighty-seven out of 
a hundred companies is a reliable sample from which to 
generalize on common practice—here, there is no need for 
the team set-up. 

Mr. Price: Id like to go back for a moment to an- 
other question Mr. Anshen raised: really his fundamental 
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proposition about researching the decision-making process. 
Do you think you are going to be able to find tangible ma- 
terials to put together to throw light on that kind of prob- 
lem? 

Mr. AnsuHEN: I don’t know. This is the kind of 
problem that I think we ought to explore together for a 
few minutes. 

Mr. Rosins: I should think it would be a terribly 
difficult assignment. Suppose you were to tackle a research 
project aimed at finding out how a company came to make 
an important series of decisions, say the Anglo-Iranian Oil 
Company and the decisions on how they would deal with 
Mr. Mossadegh. I wonder if you could emerge with any 
real concept of how their decisions were actually made? 
There’s a terrific amount of the subjective, the personal, 
the emotional, involved in many of these major decisions. 
Is there any way of getting at that? 

Mr. Swensrupb: [should think it would be terribly 
difficult. I’ve tried it myself, in reading some materials re- 
lated to anti-trust proceedings, to determine why this or 
that move was made. 

Mr. Brooks: I am wondering if contemporary stud- 
ies of how decisions are made at the very time they are in 
process of being made would be more revealing than studies 
of how decisions were made in the past. 

Mr. Kouter:  There’sa related question in my mind 
which I have often considered and I suspect others sitting 
around the room have, too. That is the definition of a policy 
decision. That, to me, is a question of considerable impor- 
tance. I regard such a decision as one that includes the carry- 
through, the action that is necessary to put the decision into 
effect. Then, after the action has been taken, there’s the 
question of the so-called feed-back, the information that 
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comes back to the person responsible for carrying out the 
decision, which may result in a need to modify the decision. 
There’s a whale of a difference between arriving at a top 
policy decision, and translating that decision into action. 
The definition of decision to be used for such a research 
undertaking, I suggest, should include these two additional 
elements: the carry-through, and the feed-back. 

Mr. SwensrRup: _ [ agree that there is an important 
area for research in this issue of decision-making. But I am 
far from clear about whether policies grow out of decisions 
or decisions out of policies. I am also far from clear as to 
how far the decision-making process can be made sort of 
“automatic,” or at least less personal. With some decisions, 
you have to reach conclusions very quickly because there 
is a deadline hurrying you along. These, I am sure, are 
made decisions, and they may have to be personal within 
the grasp of the top executive. With others, you have more 
time, and it has been my experience that if you let the peo- 
ple who are best equipped to do so throw light on whatever 
problem is under review the right decision will often 
emerge more or less automatically out of the process. No 
matter how difficult a problem may be, if you keep working 
at it, it’s surprising how often you can narrow it down to 
where you finally know what the right decision is. And I 
have a suspicion that a valuable research project could be 
undertaken to throw light on this decision-making job, par- 
ticularly where the decision responsibility is not of the 
short-term, personal sort that we talked about. 


QUANTITATIVE AND QUALITATIVE FACTORS 


Mr. Jacosy: I have a couple of thoughts on this 
problem of decision making that I'd like to pitch into the 
discussion. It seems to me that when we speak of decision 
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making we are concerned with at least two categories of 
problems. First, who makes the decisions? What are the par- 
ticipating groups in the organization and how do they par- 
ticipate? Second, on what premises are decisions made? 
With what values? Within what frames of reference? With 
what evidence? Can the quality of decision making in any 
organization be improved by a more effective allocation of 
responsibility for decision making? 

Let me put some of these questions into the framework of 
a specific illustration. A couple of years ago the task fell to 
me to write a paper on the subject, Factors Influencing 
Management’s Choice of Forms of Financing. My assign- 
ment was this: Suppose a business firm needs X dollars of 
new capital. (We won’t for the moment debate the equally 
interesting question of why it needed X dollars and not some 
other figure.) My problem was to present a rational formu- 
lation of how the management should finance its need. In 
what form should the money be raised: stocks, bonds, short- 
term debt, term loans, and so on. Of course, an economist 
could sit down and study the problem and emerge with any 
number of factors that he thinks may or should be influen- 
tial: the asset-liability structure of the firm, the amount of 
debt outstanding, the cost of financing through equity in- 
struments or borrowed money, the degree of exposure to 
risk involved in assuming fixed charges against future in- 
come, changes in the distribution of power that may be 
involved in different types of financing, and so on. You can 
extend the list at your pleasure. 

But in the end you come to the question of how all these 
factors can be appraised and assessed. It seems to me that the 
only thing the researcher can do is to get into contact with, 
get inside, enough business organizations to determine how 
they do evaluate these factors, how they assign them 
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weights. Now, if we raise the question—is this type of de- 
cision-making a researchable problem?—then we have to 
face this issue: is it possible to test out formulae of this kind 
by a series of interviews with financial executives who have 
faced the problem, and so reach conclusions as to patterns of 
weighting? This is an important type of decision and a 
rather general one. Is this a researchable problem in the de- 
cision-making category? 

Mr. Corttyer: [ll stick my neck out on that one. 
This is researchable. Any number of companies have had to 
make that decision, and I’m sure that the people who have 
shared the responsibility would be perfectly willing to sit 
down with a researcher and tell him exactly how they ar- 
rived at the conclusions that were reached. 

Mr. Simon: _ I wonder about that. If you went at 
this thing really seriously, you could not avoid asking your- 
self: was this decision really reached on the basis of some 
identifiable “weighting” of identifiable factors? Or was the 
decision-making process really of a different kind? Suppose 
we end up with that familiar checklist of pros and cons that 
emerges so often in administrative choices. Have we been 
analyzing the process in the right terms? Do we have the 
right picture of what takes place, when we say that people 
make decisions by giving “weights” to the pros and cons? 
I will conjecture that what we will discover in research on 
this problem is that the mental processes involved are quite 
different from what we have supposed—that they aren’t 
connected with the assignment of quantitative values in 
some kind of mathematical assessment. 

Mr. Hazarp: _ [think it would be important to know 
that. That discovery alone would justify the research. It 
may well be that a lot of the things management does fall 
into that non-quantitative category. It reminds me of the 
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story of how they are alleged to weigh hogs in Texas. As I 
heard it, they get a long board and they balance it on a log. 
Then they put the hog on one end of the board and they 
look around until they find a stone that they can put on the 
other end of the board to balance the hog. Then they guess 
the weight of the stone. In this financing problem, you may 
discover that after all the financial analysts and economists 
and statisticians and cost experts have done their work, the 
decision comes out of the finger tips—qualitative, perhaps 


indescribable, judgment by the president or the chairman 
of the board. 


RESEARCHING MOTIVATIONS 


Mr. Tereve: The observation was made a moment 
ago that research in decision making ought to focus on cur- 
rent decisions at the very time when they are being made, 
rather than conduct a kind of post mortem on past decisions. 
As a practical matter, how do you do that? My impression is 
that most decisions of importance, at least in a large enter- 
prise, begin in ten, fifteen, twenty different places. A lot of 
people are saying, “Well, now, if so-and-so should be done 
later, what would that involve now?” They’re writing 
memos about it. They’re thinking hard and talking their 
thoughts out with each other. Frequently when you try to 
cross-examine executives you find that they can’t even tell 
who was involved in a specific decision, much less describe 
the reasons each person had for thinking the way he did. 
I’m sure that if these things are researchable they require 
a kind of research that is very expensive in time and money. 
I’m sure that most of the short-cuts that might be dreamed 
up would give approximations so rough as to be of doubtful 
value. We’ve tried, for example, in a current research proj- 
ect to get at the extent to which tax considerations influ- 
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ence investment decisions on the part of wealthy individ- 
uals. We found we could do this only by prolonged depth 
interviews of a highly sophisticated and devious sort in 
which the one thing that was never mentioned was the ques- 
tion in which we were really interested. The minute the 
word “tax” was introduced we began to get answers that 
reflected what those interviewed thought the answers ought 
to be rather than what they really were. But by undertaking 
interviews that might run four or five hours in which we 
carefully avoided any appearance of interest in the subject 
that was at the heart of the research, we could make some 
guesses as to how tax considerations actually did influence 
investment decisions. I think these questions are research- 
able. But I am certain that they cost, in time and money, 
several times as much as most people think. 

Mr. WuytTe: Our experience certainly supports that 
point. Let me give you one example. A small but growing 
company in Texas was faced with the decision of whether 
to expand to a national scale. Many people, who later turned 
out to have been right in their judgment, thought it would 
be disastrous for the company to undertake this expansion 
at that particular time. We spent perhaps a month and a half 
on that research assignment and did the best we could to 
discover how the decision actually was made. It was a fas- 
cinating case, but we ended with a horrible feeling that we 
hadn’t even begun to get near the real considerations and the 
real weighting of those considerations that went into the 
decision. We had a suspicion that one of the important hid- 
den reasons for the decision had nothing to do with the eco- 
nomics of the company’s position and outlook, but was 
simply the desire on the part of some of the officers to have 
an excuse for putting up a nice new office building. But you 
can’t jump to conclusions like that without a lot of hard dig- 
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ging. I know that while we got an adequate story in a month 
and a half, it would have taken perhaps a year to get all the 
facts and get them properly organized and assessed. 
Mr. Bacu: The group here certainly shows no signs 
of running out of topics that need to be researched. It 
is obvious that the day’s discussion has developed an impres- 
sive list of subjects of fundamental importance where our 
current knowledge falls far short of what we would like to 
have in order to handle our management problems. Un- 
doubtedly the list is still vastly incomplete. But all this talk 
of decision making, execution, and feed-back reminds me 
that at the start of this morning’s discussion I announced a 
policy decision that we would end this round table—at least 
in its more formal aspects—at four o’clock. That time is 
here and I now propose to put that decision into effect. 
Rather than attempt to summarize all of the extremely 
varied discussion we have had today, I am going to suggest 
that some of us here at Carnegie think over the points cov- 
ered in this conversation and undertake to present them in 
summary form as a conclusion to the report of this meeting. 
Before we break up, I want to express the pleasure that all 
of us here at Carnegie have had in talking with you gentle- 
men about some problems whose solution is critical for the 
health of this school in the years ahead. We are grateful 
that you found it possible to take this time from your 
crowded schedules to be with us. 
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Some Tentative Conclusions 


The round table was organized with several critical ques- 
tions in mind. 


Are business leaders really interested in basic research 
in administration? 

Do they think fundamental research in this area is of 
such importance that a considerable share of the research 
facilities of schools of administration should be assigned 
to it? 

What problems in administration are of greatest con- 
cern to business leaders? 

What difficulties should be anticipated in trying to 
research these problems? 

What techniques of research seem to be most promis- 
ing? 

How can business firms and universities develop 
more effective research relationships? 


We hoped that if a group of outstanding business leaders 
could sit down for a day to talk about these issues with some 
university administrators and researchers, the discussion 
would clarify the problems and suggest ways and means of 
dealing with them. We anticipated neither definitive an- 
swers nor unanimity of opinion. 

This is substantially what happened. There was some 
agreement, some disagreement, some understanding, some 
misunderstanding. In reviewing the day’s discussion we were 
impressed above all by the firmness with which the business 
executives urged the importance of fundamental research, 
in contrast to surveys and evaluations of current practices. 

A number of tentative conclusions were in process of for- 
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mulation during the day. These conclusions can be summa- 
rized on two levels: in terms of specific problems and meth- 
ods; in terms of rather general ideas of broad application. On 
both levels and however tentative, the conclusions appear to 
have significance for both industry and schools in guiding 
their thinking about how to organize, focus, and direct re- 
search activities so as to make the most effective use of spe- 


cial knowledge and skills. 


Research Techniques in the Physical and Social 
Sciences 


The initial suggestion that business management has made 
relatively limited use of research in the social sciences, in 
contrast to the dramatic contributions to industrial operation 
stemming from research in the physical and natural sciences, 
provoked a varied response. In part, the comments of the 
participants suggested a twilight zone of confusion about the 
meaning of the term “research” with its qualifying adjec- 
tives “fundamental” and “applied.” 

Within the specifically defined fields of research problems 
and methods, there was rather general agreement on three 
points. First, the research techniques of the physical and 
natural sciences can be applied in the social sciences, and 
specifically in the field of business administration, much 
more generally than has been the case up to this time. This 
is true particularly for the quantification of measurements 
and the observation of isolated variables in controlled en- 
vironments. 

Second, potential applications of these techniques in the 
social science world encounter serious limitations. Difficul- 
ties arise because of the greater number of variables involved 
and the resulting complexity of their interactions. It is not 
easy in many problem areas to design experiments character- 
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istic of the world of management. We may be unable, with 
existing analytical tools, to frame conclusions generally ap- 
plicable to a broad range of management problems. 

Third, the case approach, which has been the characteris- 
tic technique in the early stages of researching management 
problems, has made valuable contributions to knowledge 
and understanding and has been particularly helpful in iden- 
tifying problem areas for further investigation. In the hands 
of careless users, however, it may invite hasty and weakly- 
supported generalizations not comparable with the “laws” 
and “principles” of the physical and natural sciences. It must 
be strengthened by repeated observations of parallel or re- 
lated behavior patterns and problem areas on the basis of 
which reliable generalizations can eventually be developed. 


Fundamental and Applied Research 


Participants in the round table uncovered significant dif- 
ferences of opinion with respect to the distinction between 
fundamental and applied research. The semantic cloud was 
dissipated, at least in good part, by exploration of a series of 
examples. Most of the round-table participants were in 
agreement that the special skills and facilities of universities 
and their staffs are used most effectively when assigned to 
research that studies the concrete and the specific with the 
objective of formulating generalizations that embrace many 
related individual situations and cross several fields of learn- 
ing. This conclusion urged the importance of close associa- 
tion and cooperation between business organizations and 
universities, 


Areas for Research 


The round table directed attention to a number of prob- 
lem areas of urgent concern to management and apparently 
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adapted to university research. In most of these areas, the 
management participants indicated their judgment that (1) 
more knowledge and better understanding would make a 
significant contribution to management’s ability to deal ef- 
fectively with its assignment; (2) the basic research effort 
must be on a considerably broader scale than could be at- 
tempted by any one business organization; and (3) success- 
ful fundamental research would open the door to a multi- 
tude of specific applications in individual companies. 


Problems Associated with Retirement 


We identified a number of problems associated with vari- 
ous aspects of retirement: 


1. Mandatory retirement policies versus voluntary 
or selective policies. 

2. Operating criteria under selective retirement pro- 
grams. 

3. Health aspects of retirement. 

4. Financing retirement programs. 

5. Effects of retirement programs on continuing 
members of organizations. 

6. Appropriate distinctions in retirement programs 
between workers and management personnel. 

7. Retirement programs in relation to labor organiza- 


tions. 


The participants agreed that problems associated with retire- 
ment present some of the most serious and potentially dan- 
gerous issues facing the next management generation. On 
one side are projections of a population with steadily in- 
creasing life expectancy. On the other are two problem 
webs. The first is oriented around the current fragmentary 
and unsatisfactory understanding of the health and financial 
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aspects of retirement; the second, around growing recogni- 
tion of the need for maintaining advancement opportunities 
in vigorous organizations. In the face of our rudimentary 
understanding of most of the issues, there is a growing com- 
pulsion to frame policies and make commitments that may 
represent dangerous compromises of freedom of action and 
flexibility in the future. 


Perpetuity of Business Organizations 


Closely associated were a series of questions about how to 
identify and foster the factors that underwrite the healthy 
growth of business firms. Attention was directed to single 
firms and whole industries that have yielded to stagnation. 
Bureaucratization as a management disease is not confined to 
governmental organizations, but creeps with equal stealth 
and ease into private firms. The round table recommended 
study of both business and non-business organizations with 
the objective of isolating forces of growth and degeneration. 
The discussion recognized both the amorphous character of 
the research assignment and the need for pushing the investi- 
gation into all aspects of organizational behavior in the em- 
pirical exploration of hypotheses. 


Individualism in Group-Minded Organizations 


There is evidence that recent college graduates and mid- 
dle management personnel have built strongly-rooted value 
judgments favoring security as contrasted with risk-taking; 
skills in interpersonal relations within cooperating groups as 
against independent individualism; known status as against 
unknown future opportunities. If these observations are 
sound, what are the implications for management and for 
the enterprise system? The required research appears to 
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point in several directions. What motivational sub-structure 
is being fostered by our educational and business system? 
How can individuals of outstanding abilities be identified 
before their driving power is blunted by organizational pres- 
sures toward conformity and smooth interaction, and how 
can they be encouraged to use their talents in the face of 
possible disruption of established organizations and estab- 
lished operational procedures? How can top management 
be encouraged to plan and work toward objectives of 
growth rather than conservation? Is it true that monetary 
return can no longer be regarded as a prime motivation for 
middle and top management? If it is true, what motivation 
pattern is substituted, and how can it be used to stimulate 
personnel toward targets of growth, expansion, and innova- 
tion? These are a few of the questions awaiting fundamen- 
tal research—the bases of individual and group psychology, 
organizational behavior patterns, the formation and accept- 
ance of value systems, the role of education as a preparation 
for business management, and a multitude of related prob- 
lem areas. 


Finding and Developing Potential Executives 


The growth of large organizations has inevitably encour- 
aged specialization in management personnel. ‘This is clearly 
advantageous in the middle management area. Yet from the 
ranks of middle management must come the top manage- 
ment of the next business generation. How can men of great 
promise be identified early in their business careers and ex- 
posed to wider administrative horizons, either through spe- 
cial educational programs or diversity of work experience? 
The round table was deeply concerned with problems of 
both selection and training. It urged research that will help 
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industry to identify and develop management personnel, 
recognizing the great breadth of understanding needed by 
tomorrow’s top administrators. 


The Decision-Making Process 


In considering management’s primary responsibility for 
making decisions, the round-table participants encouraged 
the integrated study of the decision-making process, though 
with some doubts as to the researchability of the problem. 
They recommended application of the case study technique, 
with the objective of observing and understanding the or- 
ganization at work in its total assignment of making and ex- 
ecuting decisions. It was noted, however, that fundamental 
research in this area will be expensive, time-consuming, and 
very difficult. The suggestion was offered that the research 
include the scope of management’s decision-making free- 
dom and the extent to which the economic and social envi- 
ronment restricts many management decisions. 


Management-Labor Relations 


Problems in the field of management-labor relations cer- 
tainly need no endorsement as critical in the American econ- 
omy today. The round table observed, however, that some 
current research was out of focus, while other studies were 
too narrowly conceived. Is there a substitute for the strike 
as the ultimate bargaining weapon other than government 
intervention through some form of compulsory arbitration? 
In broader terms, is the democratic decision-making process 
to which we have committed ourselves in the political area 
workable in the economic area? Issues of motivation are 
again prominent. Of equal importance are procedures that 
encourage agreement rather than exacerbate differences and 
invite economic disruption and work stoppage. In both 
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fields, research opportunities and needs are without defin- 


able limits. 


Other Economic Problems 


As might have been expected, in the course of the discus- 
sion of areas for research the round table returned fre- 
quently to the economic problems that so profoundly affect 
management’s conduct of its affairs. No effort was made to 
compile an exhaustive checklist for researchers, but the fol- 
lowing issues were identified as of outstanding importance: 


1. The modification and control of business cycle 
fluctuations. 

2. Single-company policies in adjusting to cyclical 
fluctuations and contributing to their abatement. 

3. Implications of continuing creeping inflation, in- 
cluding advantages and dangers of a steadily rising price 
level. 

4. Productivity measures as a factor in wage deter- 
mination. 

5. Desirability of translating productivity gains into 
wage advances rather than price reductions. 

6. Improvement of long-range forecasting tech- 
niques. 


Organization Structure 


The round table recognized that a beginning has been 
made, both by individual companies and university and 
other research groups, at exploring organization structures. 
The number of cases studied carefully is so limited, how- 
ever, that general conclusions have been of dubious value. 
The behavior patterns of varying organization structures in 
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different industrial environments and in firms of different 
sizes Constitute an important field for research. 


Organizing and Publishing “Hidden” Research 


Considerable attention was paid to the research activities 
of individual companies. It was noted that part of this re- 
search may be of broad application and that little of it now 
finds publication outlets. 


Problems in Doing Research 


A number of problems likely to be encountered in carry- 
ing on research in management were touched on during the 
day’s discussion. In many of the areas singled out as of great 
urgency for exploration and study, it was observed that re- 
corded research has done no more than scratch the surface. 
The repetitive study of all aspects of a complex situation as 
a basis for framing broadly applicable generalizations is an 
outstanding requirement facing university researchers. In 
some potential study areas, we still must deal with the prob- 
lem of inventing research techniques that will permit a first 
approach toward the accumulation of facts. 

In almost all fields there are important issues to be worked 
out cooperatively by business and the schools in learning 
how to work together effectively. Much of the research 
activity undertaken by individuals or teams from the univer- 
sities inevitably involves observation of business organiza- 
tions in their daily operation. How can outside researchers 
be introduced into business organizations without disrupting 
their affairs, on the one hand, and without creating an artifi- 
cial environment or special constraints, on the other? Can 
the research team collecting information attain the anonym- 
ity of a piece of furniture so that it can observe a business 


[88] 


HORIZONS AND PROBLEMS 


firm’s life process objectively without influencing that proc- 
ess or shifting it from its established patterns and routines? 


* 


A good conference does not end when it is adjourned. 
Its values do not begin to be realized until the conferees re- 
turn to their jobs and try to apply to their daily problems 
the proposals they have discussed and the ideas they have 
acquired. 

Quite properly, the round table raised many questions and 
gave few answers. We were impressed, however, with the 
vigor with which the business executives urged the schools 
to do the job they are particularly well equipped to do—the 
job of fundamental research. The purpose of the conference 
was to stimulate a re-thinking of research objectives, meth- 
ods, and responsibilities throughout a wide group in business 
and academic organizations concerned with problems of 
industrial administration. We hope that this volume will help 
to carry the stimulation of the discussion to many who could 
not participate directly. Underlying the responsibilities for 
administering and for teaching how to administer must al- 
ways be the ultimate responsibility for continuing to learn. 
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